Table of Contents

Page Number
PREFACE
ACKNOWLEDGMENTS
INTRODUCTION
Chapter 1 Understanding Responsibilities of Members of the Board of a
Nonprofit Corporation ..............uiiiii .. 1-1
l. Understanding Nonprofit Corporations . ... ..., 1-1
A. Advantagesof Incorporating . .. ..., 1-2
B. Functionsof Incorporated Boards ...................... 1-3
C. Articles of Incorporationand Bylaws . .................... 1-7
D. Section 501(c)(3) of the Internal Revenue Service Code . . . ... 1-8
1. Board Members Liability .. .......... ... . 1-10
A. Conditions That Determine When Board Members Are Liable . . 1-11
B. Procedures That Assure Board Members Are Protected . . . . .. 1-12
[1l.  Typical Dutiesof BoardMembers . ................ ..., 1-14
A. DutiesThat AreNot Transferable . ...................... 1-15
B. Duties That Board Members May Share With Staff or Agents .. 1-16
C. Duties That Are Best Not Assumed by Board Members. . . .. .. 1-16
V.  Standards of Behavior and Ethical Considerations for Board Members .. 1-17
Chapter 2  Board Leadership and Independence ......................... 2-1
l. Board AsPolicymakers ............ . ... 2-1
. Board Members As Strategic Planners . ............ ... ... 2-3
A. What Is Strategic Planning? . . ... ... ... .. ., 2-3
B. Why Boards Should Plan Strategically ... ................. 2-4
C. Elementsof StrategicPlanning . ........................ 2-5
D. Causeand Effect ......... .. 2-9
[1l.  Boards AsCommunity Liaisons ...............c.oiiiiiennn.... 2-10
A. Media SpoKeSPErsON . ... .ot 2-10
B. Public Appearances . . ... 2-11
C. Linchpins To Other Organizations . .. .................... 2-11
Chapter 3 Characteristicsof EffectiveBoards ........................... 3-1
l. Make Sure Everyone Is Moving in the Right Direction
Toward the SameDestination . ... .......... .. 3-1
A. TakingAimattheTarget ........... ... ... 3-1
B. Look At TheMap To SeeWhere You Are ................ 3-7
C. Checking to Seeif the Cart isin Front of theHorse . ... ... ... 3-9
4501.018/9067

Technical Assistance Guide

Table of Contents-i



Page Number

[1.  Attracting and Sustaining Good Board Members . ................. 3-12
A. Making Board Work Appealingand Rewarding . . ........... 3-12

B. Recruitment Strategies . ............c i 3-14

[1l.  Investing in Informed Board Members Through Training ............ 3-18
A. Organizing Training To Meet Board Member Needs . .. .. .. .. 3-18

B. Making a Commitment of Timeand Resources ............. 3-19
Chapter 4  Toolsfor Productive and Efficient Board Meetings .............. 4-1
l. The Purpose of Minutesand Agendas . ... ..., 4-1
A. Agendas . ... 4-2

B. MINUEES . . ..o 4-4

1. Staff'sRolein Board Work ............ i 4-6
A. Staff as Record Keepers and Information Gatherers. . ..... ... 4-8

B. Staff as Technical Consultants .. ... ..................... 4-8

C. Staff as Organizers and Facilitators of Board Work . ......... 4-8

D. Staff as Planners, Community Liaisons, and Board Trainers . ... 4-9

[1l.  Organizingto Get Board WorkDone .. .......... ... ... ... ...... 4-9
A. Functionsof Board Officers. . ............. ... ... ... ... 4-10

B. Use of Committeesto Organize BoardWork . .............. 4-11

C. Use of Types of Membership to Organize Boards ........... 4-15

V. Procedures That Increase Productivity of Board Meetings ........... 4-16
Chapter 5  Oversight of Project Work and Board Resources . . .............. 5-1
l. Getting Useful Information From Staff .......................... 5-1
A. TherelsWork in Creating Useful Reports . . ............... 5-1

B. What Types of Reports Should Be Given to the Board?. . . . . .. 5-3

[1.  Outside Sources of Vauable Oversight Information ................ 5-13
A. Third-Party EXperts. ... ... 5-13

B. Department of Labor or Other Grantors . ................. 5-16
Chapter 6  Acquiring Resourcesin a New Environment ................... 6-1
l. New Funding Streamsand Strategies .. ..., 6-1
A. StateBlock Grants . ............c i 6-1

B. Empowerment Zones and Enterprise Communities .......... 6-2

C. One-Stop Centers and Other Integrated
Community-ServiceSystems ... ... ... 6-3
Education ReSOUICES . . ... . oot 6-4
Foundationsand Endowments . .. ............. ... ....... 6-6
6-7
6-7

Imo

undralsmg Optionsand Respongibilities ........................

A. Preliminary Congdderations . ..............coiiuiiean...

B. Grant Applications to Federal and Other Government Agencies. 6- 8

C. Foundation and CorporateGrants .. ..................... 6-9

D. FundraisngEvents ........... ... .. . i 6-10

E. SolicitingDonations . ... 6-11

F. SPONSOrSNIPS .« . oo 6-12
4501.018/9067

Technical Assistance Guide Table of Contents-ii



Page Number

Chapter 7 Creating PartnershipstolncreaseResources ................... 7-1
l. Systems Building Through Collaborative Partnerships .............. 7-1
A. Should 402 Boards Cooperate or Collaborate With Partners? .. 7-1
B. Partner Self-Interest: A Building Block For Collaboration .... 7-3
1. Conflicts of Interest Among PartnersontheBoard .. ............... 7-5
A. Bylaws .. 7-6
B. Professonal Arbitersand Mediators . .................... 7-6
C. Prior Written Agreement . ... ... i 7-6
D. Firgt, an Ounce of Prevention, Then the Pound of Cure .. ... .. 7-7
[1l.  SugtainingthePartnership . . ... 7-8
A. ReinforcingPartners . ............ .. i 7-8
B. Cementing BondsAmong Partners . ..................... 7-9
C. Sustaining Good Communications Among Partners . . ........ 7-10
D. Discovering Communication Problems .. ................. 7-12
E. ClarifyingPartner Roles. ... ......... .. .. 7-13
F. ChangingPartners . . ... 7-13
Exhibits
Exhibit 1: Strategic PlanningProcess .. ... ... 2-9
Exhibit 2: Sample AgendaFormat . ............ ... . ... i, 4-3
Exhibit 3: SampleMinutesFormat . .......... ... .. ... . 4-7
Exhibit 4: SampleFinancial Report . ........... .. . 5-7
Bibliography
4501.018/9067

Technical Assistance Guide Table of Contents-iii



PREFACE

This guide was written to help those people responsible for orientating and training
members of the boards of directors of the nonprofit corporations that serve as
grantees for Migrant and Seasonal Farmworker (M SFW) Programs. Most MSFW
program grantees have a long history as community-based organizations providing
education, job training, and supportive services to migrant and seasonal
farmworkers through funds from U.S. Department of Labor grants. These grants
are administered by the Employment and Training Administration’s Division of
Seasona Farmworker Programs (DSFP). The boards of the nonprofit
corporations serving as grant recipients are critical linchpins between the
Department of Labor and the employment and training programs that they
administer. The boards are the entities with which DSFP must negotiate grant
agreements and those that subsequently assume responsibility for the operation of
programs.

In recognition of the boards significance in delivering community-based services
to seasona farmworkers, DSFP sponsored the development of severa resources
tools to support board education, orientation, and training activities at the local
level. Thesetoolsinclude:

C Technical Assistance Guide for Migrant and Seasonal Farnmworkers
Program Nonprofit Boards is a source of information on board functions
and procedures to assist trainers of local boards.

C A Board Member’s Guide is a booklet for board members personal use
that paralels the technical assstance guide in a condensed guestion-and-
answer format.

C How To Train—A Quick Reference Guide to Effective Training instructs
trainers on basic training methods.

As one of these tools, this technical assstance guide was specialy written asa
compendium of basic information required for average boards to function at
optimal levels. It does not represent an exhaustive reference text, nor doesiit
provide the depth on topics that may be needed in some instances. This guide was
written to address the typical information needs of nonprofit board members. Its
goa wasto help board trainers by getting relevant information together in one
place in a user-friendly format.
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INTRODUCTION

Background

Nonprofit corporations that serve education, charitable, or other human
development purposes are governed by boards of directors in accordance with
State and Federal laws and practices that have evolved over time. Federa laws are
the same for every nonprofit. State laws affecting nonprofits vary but are usually
consistent in philosophy and genera tenor. Practices, however, vary widely, with
intense debates raging over how board members should conduct the affairs of the
corporation. Even the minutia of how meeting minutes are kept can lead to
opposing positions.

Nonprofit corporations are formed when a group of concerned community
members gets together with a shared problem and a commitment to solve it. When
their study of the issues leads to the conclusion that forming a nonprofit
corporation is the best way to implement a solution to the problem, a new and
unique organization is created. The group’s purpose or mission is the motivation
for forming the corporation.

Because the conditions that give birth to nonprofit corporations are so different,
board practices that have evolved are also very different. The “correct” processis
the one that fits best within the context in which it is used and serves the
corporation’s best interest. Whether it trandates well to another nonprofit
corporation is another matter and explains why there is no firm agreement across
nonprofit corporations on the best ways to conduct their work.

The Board’'s Work

The boards of directors, sometimes referred to as “trustees,” are the people held
accountable for the actions of the corporation. They govern through their policies
and bylaws, usually relying on staff and sometimes contractors, to administer the
organization and implement the projects that support their misson.

The greatest struggle for boards is understanding the distinction between issues of
governance and issues of administration because all work and responsibility
emanates from the board’ s governance. If one can imagine aline that starts with
the board and extends to a farmworker gitting in a classroom, at what point on that
line do governance tasks end and adminigtration tasks begin? This document
offers guidance to board members for making those distinctions, redlizing that
thereisano set of rules that fits the uniqueness of every nonprofit corporation.
Thereis, however, a philosophy we have discerned in our research and work with
nonprofit boards that has guided our treatment of those topics in the guide.
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Governance concerns decisons about:

C The ends being pursued by the corporation—its mission, goals, and
judtification for use of resources.

C The boundaries within which staff may work—Ilimitations on
responshilities, activities, and methods that are assumed by staff in pursuit
of the corporate ends.

C The processes used by the board to determine its accountability,
philosophy, and productivity.

This philosophy implies that board work is about the big picture, not the details.
And athough boards may have the ultimate responsibility for all the tasks involved
in fulfilling their missions, they are not charged with personally performing those
tasks. Board responsibility resdes in how the board governs the corporation.

How To Use The Guide

This guide is a compilation of information that board members will find useful in
helping them understand the work of governance and trandate that understanding
into useful practices for their stuation. The guide is organized into seven chapters.

The mogt critical information isfound in Chapter 1. It explainsin smple terms
what a corporation is, legal and tax issues for nonprofit corporations, and board
members liability, duties, and standards of behavior. Every board member needsto
be well grounded in this material.

Chapter 2 speaks to the issue of board leadership and independence. The duties of
governance are emphasized around three critical areas. policy setting, strategic
planning, and community liaisons. These are the areas that allow boards to assert
their leadership role.

Chapters 3 and 4 focus more on the actual process of board work: staying
organized, attracting and sustaining good board members, and methods for running
effective and efficient meetings.

Chapter 5 is dedicated to the task of fiduciary oversight set in the context of the
Migrant and Seasona Farmworker (M SFW) Programs grants. It provides the
reader with concrete instructions for producing useful reports for board member
use and offers suggestions for alternative methods to obtain oversight information.

Chapters 6 and 7 look at the task of sustaining the corporation, another board
responsbility. Genera information on fundraising and the options open to boards
for gathering resources to support their corporate mission are discussed in Chapter
6. This chapter also provides the reader with a summary of the new
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funding system confronting boards in the form of State block grants,
empowerment zones, and enterprise zones. Chapter 7 is a discusson of how to
create partnerships that address the requirements of the new funding system.

The expectation is that local trainers, either organizational staff, board members,
or their agents, will use the guide information selectively as content for training
that meets their board’ s particular needs. It is not assumed that all boards need
training on al the topics covered in the guide.

In cases where more indepth information is needed, the guide offers additional
reference sources in the annotated bibliography.

Although written as atool for trainers, the guide may aso be useful reading for
some board members, in whole or in part. Selections from the guide can be
combined to create a board orientation book that is sengtive to local issues and
concerns. Or the guide can serve as a self-evaluation tool for boards by providing
a basis for comparison on key board functions and procedures.

Readers are reminded that there are many documents available on the subject of
nonprofit boards, how they should function, and what methods make them
effective. No two agree on every point, suggesting that there is considerable room
for interpretation on many of the topics covered in the guide. The guide
represents a common sense approach to board governance that focuses on those
principles with which most authorities have general agreement. As the trustees
for the nonprofit corporations responsible for M SFW training and services, the
board members must exercise their judgment about how to apply the information
here to strengthen their work.
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CHAPTER 1

UNDERSTANDING RESPONSIBILITIES OF MEMBERS OF
THE BOARD OF A NONPROFIT CORPORATION

SUMMARY

Board volunteers may not be aware of the responsibilities they assume as board members, their
legal status, their relationship to the corporation, the standards of conduct, and commitments
that accompany board membership. To function safely as a member of a nonprofit corporation,
board members need to first understand what a nonprofit corporation is since many of their
responsibilities are derived from the corporation’ s rules and policies. Other responsibilities are
established by State laws and some are derived from the Internal Revenue Service which sets
conditions for being exempt from Federal taxes. In addition, there are ethical considerations
that represent the public’s expectations for appropriate conduct of those people who govern
nonprofit boards.

|I. Understanding Nonprofit Corporations .

The nonprofit corporations operating Migrant and Seasonal Farmworker (M SFW)
Programs have a long history of service to migrants and seasonal farmworkers.
The corporations were created to address a need among a particularly vulnerable
segment of the workforce, aworkforce that for many reasons was isolated from
services available to other workers. The decison to incorporate as a nonprofit
corporation was a deliberate one. Understanding the nature of a nonprofit
corporation explains why the founders of the organization chose this form of
organizationa structure and sets the stage for board members to understand better
the implications of their actions. One cannot be an effective board member if one
does not understand the structure of a nonprofit corporation.

Nonprofit corporations offer many advantages to organized community groups and
are commonly used to govern and control funds and staff needed to implement
community projects. To incorporate is to create a corporation according to the
laws of the State where the group resides. A corporation is a legal entity with
rights, ligbilities, and privileges that are gpart from those of the individual board
members. Community groups usually choose to be an incorporated governing
board when their misson entails directing project work, handling funds, or
engaging staff or contractorsto do project work. There are extengve liability risks
inherent in these tasks.
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The board of directorsisa governing body that has responsbility as alegal entity.
The board of an incorporated nonprofit organization, rather than individua board
members, makes decisons and is accountable for its actions. Although
membership on the board is temporary, the corporation on which a board member
serves lasts until legally dissolved. Even the Chairperson of the board cannot
assume any authority not specifically granted by the board. Therefore, board
members have no authority asindividuas, other than that delegated to them by the
board.

A. Advantages of Incorporating
_____________________________________________________________________________________________________________|]

The advantages of incorporating are:

. Tax exemption—Incorporating makes it possible to obtain
atax-exempt status. Asrecipients of funds, incorporated
boards typically find it to their advantage to apply for
nonprofit status with the Internal Revenue Service (IRS)
under the provisions of Section 501(c)(3) of the IRS code.
Consequently, incorporated boards with responsbility for
community projects are frequently referred to as
“nonprofit” or not-for-profit boards. Most States exempt
nonprofit organizations from paying State sales and utilities
taxes, while contributing to Federal Insurance Contribution
Act (FICA) isoptional. In addition, contributions to the
organization are not tax deductible for the contributor
unless the recipient is a certified nonprofit organization. *

. Continuity—A corporation exists until it is legally
dissolved, hopefully as the result of accomplishing its
misson and goals. The corporation can even remain
inactive indefinitely, as long that it complies with annua
reports to the State about its status and activity.

. Uniform set of rules—Incorporated boards operate by a
set of consgtently applied rules or bylaws. Organizations
that transact business with them know what the rules are
and are comfortable with entering into contracts or
agreements. Foundations, Government agencies and
vendors are reluctant to enter into any agreements or
transfer funds to community groups that are not
incorporated. Failure to incorporate greatly restricts the

' Howard L. Oleck and Martha E. Stewart. Nonprofit Corporations, Organizations
and Associations Sixth Edition. Prentice-Hall. Englewood Cliffs, N.J. 1994, p. 899 .
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scope and access community groups have to sources of
support and influence and even makes ordinary business
transactions, e.g., the purchase of equipment or lease of
gpace, difficult.

. Limited liability—In thislitigious society, any member of
an organized community group would have reasonable
concerns about his or her individual liability for the actions
of the group, especially where there are calculated risks,
e.g., managing project work or managing donations or
grants. Incorporation shifts liability from individua
members to the corporation as the legal entity that is liable.
Aslong as board members act responsibly and take
reasonable precautions to safeguard funds and comply with
applicable laws, they are unlikely to be liable for actions of
the corporation or its staff.

One exception is the board’ s liability for taxes owed IRS on
employee wages. IRS has been known to hold volunteer
board members liable for unpaid Federd taxes that were not
withheld from employees of the corporation. Board liability
insurance is an additiona and recommended safeguard
available to corporations that provides further protection.
The best protection isfor board membersto ingtall systems
and personnel that will attend to basic requirements of the
organization and then monitor them through periodic
reports and audits.

B. Functions of Incorporated Boards
|

There are several essential functions that all boards have; there are other
functions that are optional.

Boards of nonprofit corporations have severa primary and fundamental
functions that can be trandated into a greater number of tasks. It'sfirg
important to understand the basic functions. Firdt, boards are responsible
for defining the misson and developing a strategy for fulfilling it. This
function can be trandated into work performed directly by the boards as
well as work performed by agents of the board—staff or contractors.
Within this function is the work related to:

C Planning

C Setting policy that establishes boundaries and vaues for the
way staff administer the work of the organization
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C Securing the needed resources to support the organization

C Establishing the infrastructure necessary to for the
organization to operate effectively

A second fundamental function of boardsisto justify the use of their
resources to the public—i.e., to demondtrate that the benefits accrued are
at least equal to the cost of pursuing their misson. This means that boards
must focus on end results and be accountable for how resources were used.
Thistrandates into tasks related to:

C Safeguarding resources and assuring that money has been
spent for the purpose for which it was solicited

C Overseeing or monitoring of programs
C Producing analytical reports of their outcomes and costs

Third, the incorporated board is responsble for its continuance and
maintenance. Therefore, boards must:

C Replace directors or trustees.
C Update bylaws.
C Train and educate board members and.

C Undertake other tasks that assure the continued survival of
the corporation.

Aside from these essential basic functions, boards have several options for
roles that they may assume to further the corporation’s misson. These
options are predicated on how the board members view their relationship
to the project and the corporation as well as the talent and interests of the
individual members. Below are summaries of some of the most common
roles that boards can assume, either directly or indirectly through staff or
consultants.

. Fundraising and resour ce development—Boards have
many options for how they may raise money: planning
fundraigng events, writing grant applications, making
appealsto Government and other financia sources, or
soliciting contributions from people with whom they have
influence. Resource development can aso include aligning
with partnersto increase the group’ s resource pool. Board
members who choose this role are usualy experienced in
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these tactics, or they employ experienced staff. Fundraising
has become a professona speciaization and such experts
are used by even small, community-based boards to raise
needed money to support their projects.

There are specid implications for fund raisng methods.
While organizers can raise money, OMB Circular 102
prohibits the use of Federal funds to finance genera
fundraigng activities.

Writing grants is not subject to this prohibition, however, as
long asthe grant benefits the participants of the program
that financed the grant writing effort. For example, the

M SFW grant can provide the grant writer and other costs
associated with the writing of a grant application to

Housing and Urban Development (HUD). The HUD grant
provides benefits to farmworkers served by the M SFW
grant.

Public relations—Boards are frequently good-will
ambassadors for their corporations. Board members or
directors may make presentations to community clubs and
organizations or use various media to convey the
corporation’s message. Good public relations is often key
to successful fundraising, so the approach used to educate
the public about the corporation and itswork is as
important as the content of the message.

M arket research—Board members can use their contacts
to research the feashility of expanding the project into a
new arena, the cost of a new facility, how to gain accessto
influentiad community stakeholders, or what approach has
worked or failed. Information can sometimes be acquired
eader through board members' informal relationships than
through the channels normally open to project staff.

Advocacy—Although there are very limited circumstances
where lobbying by a nonprofit corporation islegal, lobbying
is generally not an acceptable practice or role for a
501(c)(3) corporation. Another source of redtrictions on
lobbying stems from the prohibition on the use of public
funds. MSFW and other Federal money cannot be used for
any lobbying activity. The IRS has not defined what
congtitutes lobbying in terms precise enough to provide
guidance on al possible activities. However, assuming the
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role of advocate or educational arm of a segment of the
community is appropriate.

Board members can be both safe and effective if they are
educating elected officias about the implications of
proposed legidation or policies on the board’ s goals and
misson. Board members who have contacts within
Government circles can informaly explain the board’s
position on community needs, thus serving an important
function of advocacy for the organization’s misson while
also helping the eected officia make a more informed
decision.

. Training staff or performing other technical project
wor k—Sometimes board members are drawn to the board
because of their interest and experience in the type of work
performed by the corporation. Board members who are
expert in relevant fields can be invauable as technica
advisors to the staff and are important board assets. By
donating their time, they can bring needed expertise that
makes the corporation more effective and credible in the
community.

Roles are not necessarily constant. As the areas of responsbility change,
either in character or sze, roles of the boards may change accordingly.
Likewise, as board membership changes, interest and talent vary so that the
board may assume different rolesin keeping with the skills and interests of
the board members. Boards that are inflexible about their roles will not
serve the organization well snce need and circumstances rather than
tradition are the critica factors that dictate a board’ srole. Board members
who can be responsive to the needs and circumstances of the corporation
can make the difference between success and failure of a project.
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C. Articles of Incorporation and Bylaws

Articles of Incorporation comprise the legal document that defines the
corporation and are largely prescribed by the Sate.  Bylaws are the rules
by which the corporation will conduct its business and are prescribed by
the board members.

Articles of Incorporation must comply with the State’ s requirements for
incorporating by setting out the name of the organization, the number of
board members and the purpose of the organization, and other information
required by law. Articles of Incorporation are dictated by the requirements
of the State and frequently can be written by using forms developed by the
State. They are by their nature very genera and prescriptive.

Bylaws, asrulesfor conducting the board’ s business, constitute a contract
between the board members and the organization. The number and type of
corporate officers, their duties, how meetings are managed, method by
which board members are replaced, the definition of a quorum, duties and
functions of standing committees, how conflicts of interest are resolved
and, mogt importantly, how the bylaws are amended are some examples of
these rules. Bylaws are more reflective of the will and character of the
community group originating them than the Articles of Incorporation.
There are no State requirements for bylaws other than that they do not
contradict the Articles of Incorporation. They can be amended, and
frequently are.

The ggnificance of bylaws is that they are necessary in order to incorporate
and they must be followed no matter how they are written and conceived.
Bylaws are alega requirement for incorporation in most States and
deserve careful consgderation. They are the rules that the board must
follow even if they were made hastily. For that reason, it isimportant that
provisons are included to modify the bylaws to accommodate new
information or circumstances. These provisons should control for
unnecessary or uninformed amendments by requiring advanced notification
and vote of two-thirds of the board.

Topics Generally Covered in Bylaws I
Articlel: Purpose and name
Articlell: Creation and role of board of directors

Articlelll: Board officers and duties I
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ArticlelV:  Committees and each committee’s duties

ArticleV: Election of board members and officers

ArticleVI:  Useof saff or other agents and procedures for hiring staff
ArticleVII: Procedures used for conducting meetings

Article VII1: Resolving conflicts of interest

Articlel X:  Amendments

Article X1:  Annua meeting I

Unlike Articles of Incorporation, which are largely determined by State
requirements, there are no legd requirements affecting bylaws other than
there be such rules that establish the board’ s operating structure. Bylaws
can then be tallored to reflect specia circumstances or needs of the group
and its character and philosophy. Creating bylawsis an opportunity for al
group membersto participate equaly to determine how they will function
as an incorporated board.

D. Section 501(c)(3) of the Internal Revenue Service Code?
___________________________________________________________________________________________________________|]

IRS laws also govern the operation of a nonprofit corporation.

The section of the regulations that spell out how Federal tax laws treat
incorporated organizations that are not businesses 3, is referred to by its
section and subsection designation—Section 501(c). Within that
subsection designation, there are further divisons that relate to types of
nonprofit organizations. For ingtance, (3) defines and sets out
requirements for nonprofit corporations that are public charities or private
foundations, whereas (4) concerns trade associations and chambers of
commerce. There are 25 categories of 501(c) organizations, each of which
is defined and regulated to qualify for tax-exempt purposes.

To qudlify for federa tax exemption status, a nonprofit corporation must
submit an application, usudly with the assstance of an attorney or expert.

2 Much of this section was drawn from Kirkpatrick & Lockhart Handbook for
Directors of Nonprofit Corporations and Legal Aspects: Cutting The Red Tape.

3 A business is distinguished by its practice of disbursing profits to stockholders.
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It is an arduous process not unlike completing a complicated income tax
return. Knowledge of the applicable laws and regulations is essential.
After tax-exempt status in conferred, the corporation must submit annual
forms that document that it is still operating within the definitions and
purposes that made it digible. Failure to submit the required forms can
jeopardize the nonprofit status of the corporation.

States have a separate process for conferring exemption from State taxes,
but most States recognize a federally approved nonprofit corporation as
exempt from State-imposed taxes aswell. Although there is a separate
process for States, having Federal tax exemption status grestly facilitates
the State process.

There are some compelling reasons why charitable organizations go
through this process. Firgt, it exempts the corporation from paying sales
taxes, payroll taxes, and taxes on utilities. (The corporation must aways
withhold income taxes from employees wages.)

Second, without a Federa ID number indicating tax-exempt status, a
corporation is extremely limited in what it can do. Even permits from local
governments to solicit funds require the ID number. Most organizations
and Government agencies will not award funds to an organization that is
not certified by IRS as a nonprofit entity. IRS certification isaform of
officia classfication of the corporation that al funding bodies, even
individuals, recognize. The IRS designation legitimizes the nonprofit status
of the corporation for the purpose of recelving money. It also assuresthe
giver of funds that the contribution will be tax deductible to the donor.
Without IRS nonprofit certification, the corporation will pay taxes as
though it were abusiness. The tax burden diverts funds away from the
project and the board' s goals.

There are disadvantages to tax-exempt status aswell. Tax exempt
charitable nonprofit corporations are restricted from engaging in certain
political activities, lobbying or alowing the assets or income of the
organization to benefit private persons.

For instance, the corporation cannot participate in any political campaign

of anyone running for public office. Any board member who participates in
apolitica campaign cannot do o in his or her capacity as a member of the
board. Thisrequiresthat the board member make no reference to his or
her affiliation with the nonprofit corporation or use any of the
corporation’s resources to campaign. Any association made between the
board member’ s political activities and the corporation can put the
organization at risk.
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Lobbying is permitted only if it is not “substantial.” Neither
term—Iobbying or substantid—is well defined by IRS. Charitable
nonprofit corporations may elect to follow the Substantial Part Test or use
afinancial formula set out in Section 501(h) of the Code to ascertain
whether their lobbying activities are “substantial” or not. The financial
formula seems to be preferred when volunteer board members lobby
because the formula is based on the organization’ s expenditures on
lobbying. In either event, tax-exempt status will limit a nonprofit
corporation’s freedom to lobby public officials.

Tax-exempt charitable organizations are expected to operate for the benefit
of the public and the charitable classit serves. Any benefitsthat are
derived by individuals, including board members, must be structured to
assure that there are no improper benefits derived by private
parties—“private inurement.” Loans to individuas, compensation to board
members other than for expenses, gifts, or loans of goods or services—any
private benefit—should be examined closely to make sure that it does not
breech the limits of private inurement. This restriction has implications for
partnerships between the nonprofit corporation and any taxable entity as
well.

We tend to think of incorporation and certification as a 501(c)(3) nonprofit
entity as synonymous even though they are two digtinctly different acts
involving different units of the Government. Incorporation is a State-
controlled function while securing tax-exempt status as a nonprofit is both

a State and a Federdly controlled function. It is unlikely that a community
group that incorporates and forms a governing board for charitable
purposes would not also apply for 501(c) nonprofit status. The decison to
do oneis usualy a decison to do both.

Il. Board Members’ Liability

It isimportant to know when the corporation is liable and when the board
member is.

The trustees or board members, officers, and executive staff are the corporation’s
decisonmakers and are therefore accountable under civil law for their actions.

The laws that govern such actions are primarily State statutes which means that
there is some variance from State to State. The following guidelines, however, are
reliable indicators of how personal and corporate liability is defined in most
instances and can be the starting point for discussons with an attorney in your
State if you want to confirm ligbility congderations for your particular nonprofit
board.
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A. Conditions That Determine When Board Members Are
Liable

A corporation is alegal entity and assumes liability for actions taken by its
board and staff—which isa primary reason for incorporating. Debts
incurred by the corporation do not normally pass to the individua board
members, nor do legal actions such as lawsuits. The condition that must
exist to protect board membersisthis Board members must have
exercised due carein the performance of their duties. Put another way,
the board mugt have acted in a responsible manner to carry out its fiduciary
and overgght respongbilities. For example:

. Duty of care: Board members must be informed about the
affairs of the corporation.

At aminimum, board members must attend mestings regularly, have
information about the affairs and finances of the corporation, and exercise
independent judgment about the accuracy and reasonableness of that
information. In other words, board members must use common sense and
due diligence.

To demondirate, an absent board member is still responsible for the actions
of the board during his or her absence. Failure to read or understand
information upon which decisons are based does not exonerate board
members from responsbility for those decisions.

Board members are said to have met the standard of care when they acted
with the same diligence, skill and care of an ordinary person. * However,
board members with special qudifications, e.g., accountants, lawyers, are
held to a sandard commensurate with the skills of their profession.
Therefore, some board members by virtue of their special knowledge can
be held to a higher sandard of care than a board member with no specia
knowledge.

. Duty of loyalty: Board members must always act in the
best interest of the corporation.

This means that board members cannot have any conflict of interests,
pursue personal agendas or neglect the interests of the corporation for any
reason. The following section (Section IV) explains more about conflict of
interest.

4 Oleck and Stewart, op. Cit.
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B. Procedures That Assure Board Members Are Protected

The gtatements listed above have implications on how the board is
organized to conduct its business and how the corporation is structured to
assure its integrity.

How Board Members Do Their Work Can Protect Them From
Liability.

Frequency of meetings—Boards must meet often enough to
review information, check on the progress of the project, and
conduct the business associated with their misson. For MSFW
grantees, thiswould be determined by the frequency of reportsto
the Department of Labor (DOL), when milestones for measuring
progress of the project occur, and how much work is entailed in
maintaining an active and productive board membership.

Board records—Minutes of meetings, including committee
meetings, changes in bylaws, correspondence and records of other
official actions of the board are essentia if board members are
consdered to be meeting the conditions that protect them from
ligbility. In fact, there are requirementsto do so as a consequence
of being incorporated. The board must keep records sufficient to
show that they have exercised reasonable care in performing their
duties.

Information provided to the board—The board must establish a
method for keeping informed. If board members do not ask for
information, they can be held accountable if wrongdoing occurs
without their knowledge.

Conflicts of interest policies—The board must establish a policy
that controls and mediates conflicts of interest. The absence of
such apolicy exposes the board members to questions of liability if
conflicts of interest occur and funds are subsequently
misappropriated.

Board training—T he board must show that board members
received appropriate training on their duties and respongbilities.

How The Corporation Is Organized Can Protect Board
Members from Liability.

Interms of how the corporation is organized, board members are
protected from liability when the organization has:
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Financial accounting systems—T he board must have
demongtrated that it hasin place financial accounting systems
aufficient to protect its funds and assets from misappropriation
under normal circumstances. One interpretation of “normal
circumgtances’ is that the accounting system meets the Generally
Accepted Accounting Principles (GAAP) or the requirements
gpecified by grantors.

Selection proceduresfor key staff—The board must show that its
procedures for sdlecting staff complied with anti-discrimination

laws and its own bylaws and that key staff meet the qudifications
for their respective postions. For example, employing an
accountant with a crimina record for embezzlement who then
misspends money will result in board members being held ligble if
they failed to take the precautions of checking past employment
references.

Methods for assuring that lawsthat govern the operation of
the corporation are being met—The board must show that it has
amethod for determining if applicable laws are being followed. For
example, if food is prepared and served to the public, the board
must require staff to follow health department regulations. If the
board operates a Head Start center, the board must see that staff
comply with State and local laws that safeguard the health and
safety of child care facilities. These are discussed in greater detail in
Chapter 6.

When the board has exercised reasonable care to protect the integrity of
the corporation and has acted with diligence and common sense in
conducting the business of the corporation, individual board members are,
in mogt States, free from liability. Being free from liability does not,
however, protect one from alawsuit. The purpose of alawsuit isto
determine whether legal conditionsin this regard have been met. Even
when a auit isresolved in favor of the board members, there is a cost
associated with the defense. For this reason, most boards purchase liability
insurance.

There are severa types of insurance that reduce board members risk of
incurring financia losses.

C Directors and Officers Liability Insurance provides protection for
board members and the chief executive in matters that sem from
thelr actions as fiduciary agents of the corporation.

C Generd liability insurance is a common form of insurance for al
corporations and protects the board from being sued as the result of
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any injury incurred on the premises or during the course of
activities that the organization sponsors. For instance, a client
dipping and falling on a broken step may sue the corporation.

C Automobile insurance covers corporation owned or rented vehicles
and provides Smilar protection in the event of an automobile
accident.

C Indemnification insurance protects the board and chief executive

from financia losses when suits result from statements made by the
board or its agents.

C Employee dishonesty bond insurance protects the board from loss
of damage to money, securities and other property caused by
employee dishonesty.

All forms of insurance have limitations in terms of criteria that must be met
for them to be in effect, the amount of money they will pay, or the options
that they would use to defend the policy holder. Board members should be
familiar with all the conditions that attach to their insurance coverage.

The board’ s activities and those of the corporation will be amgor factor in
the board’ s exposure to risk, so there are no smple guiddlines. State
datutes are the first source of information about the need for liability
insurance since some States are more protective of nonprofit boards than
others. Consultation with an attorney would be advisable unless the board
is asociated with a professonal association of nonprofit corporations that
can advise board members about their need for liability insurance. The
insurance carrier for the corporation’s umbrella policy isthe first person to
consult about the purchase of insurance.

I Typical Duties of Board Members

There are certain duties of all board members that are so fundamental that they
transcend the type of nonprofit corporation, function of the board, or other
differences among and between nonprofit corporations. These duties are
congstently referenced in text books by experts, e.g., Oleck and Stewart,
Nonprofit Corporations, Organizations, & Associations and the Association of
Farmworker Opportunity Programs Director of the Board Manual.

The following are not the only duties that board members must perform; the
board’s misson and function related to its misson may dictate additional duties.

A. Duties That Are Not Transferable
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The following list is presented as duties common to all boards that cannot
be delegated to staff, contractors, or people who are not board members.
They are the exclusive domain of members of the board. Although the
board may call upon non-board members for assistance, only board
members can make the following decisions:

C Determine the misson of the organization.
C Determine the board’ s bylaws.
C Hire, fire, or discipline the executive director.

C Serve as a court of appeal for complaints againg the organization
or any of its employees, contractors, or agents.

C Safeguard the organization’ s resources and assets.

C Maintain the integrity of the organization.

C Appoint board members, officers, and committees.

C Dissolve the board.

C Egtablish a grategic plan for accomplishing the mission.

C Assess its own performance and make corrections when necessary.

C Determine that the organization’s programs and activities are
congstent with its mission.

C Discipline its members
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B. Duties That Board Members May Share With Staff or
Agents

There are other duties that, while still the responsibility of the board, may
be shared with staff.

The board must make dl final decisons and accept al responsibility for the
following:

C Availability of adequate resourcesto fulfill the misson.
C The organization’s public image.

C Policies that guide the organization’s systems.

C Use of funds and other resources.

C Contracts with agents or grantors.

C. Duties That Are Best Not Assumed by Board Members

Maintaining the proper balance between power held by the board and
power delegated to staff is every board’ s most difficult challenge.

Board members can weaken an organization by assuming duties that
exceed their authority, expertise, or the time they have available to do them
well. The most common example of board members performing duties that
they should not is when they assume staff work or direct staff work.

Most experts advise boards againg direct supervison and hiring of staff,
with the exception of the executive director or chief administrator. When
board members become directly involved with personnel decisons, it can
lead to undercutting the executive director or chief administrator’s
authority. Boards should hire and supervise a capable administrator and let
the adminigtrator hire and supervise all staff who work for the organization.

In addition to undercutting the executive director, board members involved
in personnel adminigtration generaly do not have the time required for
these activities, cannot stay engaged with personnel problems long enough
to build the requisite learning curve, and risk the perception of favoritism
or conflict of interest.

A more appropriate role that allows board members ample control over
personnd actions isthat of policymakers. Board members, as a group, can
develop policies that control how staff are selected, how many staff are
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hired, how gtaff are disciplined, wages and compensation plans, and
grounds for dismissal. These policies are then applied consgtently with the
full authority of the board behind them. In this manner, board members
create a system of personnel adminigtration that reflects their values
without interfering with staff roles. Thus, a good balance of responsibility
is achieved between board and staff.

V. Standards of Behavior and Ethical Considerations for Board
Members

As administrators of Federal grants, board members of MSFW grantees assume
responsibility for public funds and must conduct themselves in a manner that
assures public trust.

When an individua accepts the responsibility of serving as a member of a board of
trustees or directors for a corporation, he or she is aso making a commitment to a
gandard of conduct that has been well defined in various State and Federa
statutes and the corporation’s Articles of Incorporation, bylaws, and policies.
Although these rules of conduct are phrased differently, they describe behavior
that reflects integrity and commitment to the corporation’smisson. The
following isalist of general rules that touch on the most common ethical
consderations for board members.

Board Members Cannot Deliberately Impede the Corporation’s
Mission.

C At aminimum, board members must understand the mission and accept
shared responsibility for fulfilling it. Shirking the work necessary for the
mission or undermining the board' s effectiveness by missng meetings, not
preparing for meetings, or attending but not participating are ways that
board members impede the corporation’ s misson.

Board Members Must Not Have Any Conflict of Interest.

C Board members of nonprofit corporations should not accept favors or
compensation beyond reimbursement for out-of-pocket or other costs
directly related to their work on the board. They cannot use their authority
and privileges as a board member to profit themselves, their relatives, or
friends.

C Because board members determine the salaries and personnel policies of
the corporation’ s employees, board members who aso are employees
represent an irreconcilable conflict of interest. Although this practice is not
uncommon, it raises continuing risks of breeches of the private inurement
restriction on nonprofit corporations and makes it extremely difficult to

Technical Assistance Guide 1-17



maintain an optimal balance of power between saff and board. In
particular, a chief executive who is aso a voting member of the board so
distorts the balance of power that there is danger that the “ corporateness’
of the organization may be ignored by the courts, i.e., there would be
reason to believe that the corporation is merely an agent of the chief
executive, under his or her control, and not truly controlled by the board.

Board members should avoid any business dealings with the corporations
where they serve as board members.

Board members should not borrow money from the corporation.

If they serve on other boards or as employees of organizations having
business before the board, they should excuse themselves from any
deliberations or votes concerning the other organizations. When in doubt
about whether there is a conflict or not, abstain. Appearances can be as
important as the redlity in terms of potentia for harm.

Board Members Cannot Misrepresent Their Authority.

C

Individual board members cannot speak for the board except in those
instances when the board directs them to do so. An example iswhen an
individual board member is authorized by the board to represent the board
in acontract or agreement negotiation. Even in these circumstances, the
board may set limits on the board member’s powers. Otherwise, individual
members must follow their bylaws and act in concert to have authority.

Board Members Cannot Use Coercion, Threats, or Abuse to Influence
Board Decisions.

C

In the course of meetings, board members cannot act in an abusive manner
to other members to control the behavior of the group. Shouting matches,
abusive language, rudeness, and temper tantrums are judtifications for
dismissal from the board.

Board Members must Not Violate the Conditions and Terms by
Which Funds Were Received.

C

Board members have fiduciary responshilities requiring that money given
them is spent in accordance with the conditions attached to the money. For
example, a campaign to raise money through private donations for the
purpose of building a playground for children must be spent for that
purpose; it cannot be redirected for other purposes, even when these are
fulfilling the mission of the corporation. Likewise, a Federd grant must be
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spent to support the programs described in the grant and within the rules
referenced by the grant.

Technical Assistance Guide 1-19



CHAPTER 2

BOARD LEADERSHIP AND INDEPENDENCE

Some authorities on the subject maintain that the only legitimate work of a
governing board is to set policy, which is then carried out by the executive
director and his or her staff. The flaw in this position is that there is no
universal definition of policy.

Although this may be a rather strict interpretation of the functions of a board of
directors, it conveys the significance of the board’s role as policymaker. John
Carver, creator of the "Policy Governance Model" for board leadership, quotes
Peter Drucker as saying, "Policy is a great idea, but nobody knows what it is."!
The solution offered by Carver is to accept that policies can be made at all levels
of the organization. The board, however, makes the broadest and most inclusive
policies. Policysetting in this context is a tool for governance. Carver identiftes
four types of broad policies that are the purview of the board:

. Policies that define the organization’s "ends" and strategies.

. Policies that set the boundaries of acceptable staff methods and means.

. Policies that establish linkages between the board and the chief executive.
. Policies that define the board’s process for determining its philosophy,

accountability, and the specifics of its work as a governing body.

! John Carver. "Rethinking Governance," Caring. Page 29. Spring 1997
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Another way to determine the difference between policies appropriately set by the
board and those that may be set by staff is to apply the following criteria: ?

. Will the policy determine procedures, activities, programs, or services that
affect the entire organization?

. Is the policy required by law or regulatory agencies?
. Is this an issue that our executive director has asked our assistance on?
If any of the above criteria are applicable, the policy should be set by the board.

Management policies that can be made by staff are those that affect an individual
employee, relate to the efficiency and quality of services provided by a specific
department or program, or relate to an administrative area having to do with
operations or specific units or divisions.

Even in the case of policy decisions appropriately made by the board, there is no
limit to the sources of input and debate about a policy decision. Staff, a council of
advisors, and program participants or clients may be part of the process by which
information is collected to formulate policy. In some instances, boards have
found it necessary to commission special studies to gather the information needed
for a policy decision.

An example of a board’s policy decision is when a board determines how
personnel will be recruited, screened, and selected for employment within the
organization (personnel policies). An example of a policy implementation
decision is when the executive director decides which candidate should be hired
after implementing the board’s policy. In this example, the board assumed the
leadership role by setting the guidelines that staff must follow in order to fill
positions. The staff’s role is to implement the policy. Although the board
members did not select the applicants, they controlled the process by which they
were selected. Policysetting keeps the board in charge of the boundaries and
methods that reflect the corporation’s values without interfering with staff work
and prerogatives.

Board leadership is manifest in its work as policymakers. When boards either
allow staff to set broad, inclusive policies that affect the entire organization or
operate without policies, they are not leading the organization. When boards
don’t know if their policies are being implemented, they are failing to be
accountable for the corporation.

21997 Board Member Manual. p.12 Aspen Publishers, Inc.
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Strategic planning is the way a board of directors sets the direction of its
organization to realize its vision. Strategic planning is the development of
the board’s mission, goals, objectives, overall strategy, measures, and
Jeedback.

Strategic planning is at the heart of a board’s responsibility. A strategic plan is
the ultimate expression of policy and has far-reaching effects on the organization.
This plan creates a more predictable, orderly, and organized environment for the
staff, reduces the need for crisis management, and gives the community a clear
idea of the organization’s direction. These advantages of strategic planning lead
to a more stable, effective organization.

A. What Is Strategic Planning?

From a conceptual point of view, strategic planning is:

. The continuous process of making decisions systematically with a
focus on their expected future impact.

. The systematic organization of the effort to carry out these
decisions.
. The evaluation of actual results of these efforts compared to the

expected results through measurement and assessment.

Strategic planning, then, is focused on broad goals and system
development which is different from the tactical planning staff does for
day-to-day operations. Strategic planning is sometimes referred to as
long-range planning; tactical planning is sometimes called short-range
planning. It is important to understand the difference because one
(strategic planning) is a board responsibility, whereas the other (tactical
planning) is usually a staff responsibility.

Strategic or long-range planning refers to the {ramework of philosophy,
goals, general approaches to achieving the goals, and objectives that will
accomplish the board’s mission. A strategic plan for a farmworker
program would probably extend several years and address systemic
barriers to improving the quality of life for migrants and seasonal
farmworkers. It would also include a means to raise money or acquire
resources to support the approaches adopted by the strategy. The strategy
would be far reaching and might influence how future board members
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might be selected, staff recruited, or agency partnerships created. A
strategic plan shapes the organization’s destiny and character.

In contrast, tactical or short-range planning would focus on how to
implement some element of the strategic plan. For example, staff may
plan for how a 402 grant might be used to increase the employability of
selected farmworkers as a means of accomplishing one of the strategic
plan’s objectives. Staff may develop tactical plans for improving their
outreach efforts to reach more migrants, train for jobs created by a new
enterprise, or link with other 402 grantees to serve migrants better.

B. th Boards Should Plan Strategicallz

A good planning process provides the following benefits:

. A mechanism for representatives of the farmworker community to
establish the priorities of the organization.

. Program services that anticipate the needs of migrant and seasonal
farmworkers. ‘

. Clarity of purpose that builds cohesion within the organization.

. A decision-making framework.

. Reduction in crisis management.

. Better use of resources and easier accountability.

. Criteria for assessing staff performance.

Some of the consequences of not planning strategically are:

. Staff and community are confused about the organization’s
purpose.

. Work is done in disjointed increments within narrow timeframes.

. Inappropriate or wasteful strategies are used.

Staff domination and lack of stability or direction occur.

Strategic planning refers to the process of establishing what an
organization sets out to accomplish and how it will measure and evaluate
that accomplishment. For example, a board wants to address issues of
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poverty and harsh working conditions among farmworkers. Strategic
planning enables the board to express that vision and determine what role
the organization will play in transforming that vision into a reality. It also
establishes a mechanism to evaluate how completely the vision has been
implemented.

In the case of the Section 402 boards, strategic planning occurs when the
board decides that the organization will be focusing on employment and
training of farmworkers and should apply for the Section 402 grant. In
strategic planning, the board establishes the mission, goals, objectives,
strategy, measurements, and feedback mechanisms of the organization.

Planning is a never-ending process, since no one has complete control over
the conditions and factors that influence the way project work is done.

Nor do planners have all the necessary information to build an infallible,
enduring plan. A plan is a projection into an uncertain future based on
incomplete information. Consequently, plans must be compared to what
actually occurs and then revised when they no longer address specific
needs of the board.

For example, if funding amounts are reduced by funding agencies, or if
time periods for spending are altered, boards will be required to make
adjustments to their plans. Goals in the mission statement may remain the
same, but strategies for attaining those goals will need to be changed. Itis
also possible boards may find that some of their goals need modification.
Changes in external factors, such as funding or partner resources, can
affect strategic planning. Boards may be forced to revise their short-range
plans for accomplishing their goals with less time and money. They may
also need to revisit their strategic plans to determine how they can
continue the work. This new strategic planning may result in different
goals for board projects.

C. Elements of Strategic Planning

An organization’s vision can be thought of as the collective view of the
ideal situation or desired state of affairs. It may not necessarily be
achievable but represents a "perfect”" world.

The vision sets the stage for strategic planning. The board plans
strategically by defining a mission in light of its vision, deciding upon
goals, examining barriers and resources, targeting objectives, developing
strategies, designing measures, and evaluating feedback. The feedback 1s
used to redefine the mission, goals, needs, objectives, and strategies. Each
of the seven elements is described below. A strategic plan is generally for
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a period of 1 to 5 years in length. The plan can be thought of as a map
showing the routes, destinations, and information about the terrain.

Mission (Role of the Organization)

The mission statement is the starting point for a strategic plan. Itisa
philosophical statement of purpose. It contains the broad vision of how
the organization is going to change the world or make its impact on
society. For example, a simple mission may include the statement that the
organization "will work toward improving the standard of living of
farmworkers by enhancing their skills and helping them to achieve stable
employment." Once the mission of an organization is established, it is
rarely changed.

The goals of the organization are embedded in the mission statement. For
example, if the board’s mission is "to improve the quality of life for
migrants and season farmworkers through better jobs, housing, and
health," then the goals of the project would be (1) Getting migrants and
seasonal farmworkers into jobs with better working conditions, wages, and
benefits; (2) Improving the housing options available to farmworkers; and
(3) Improving the health of farmworkers and their families.

Goals (Destinations)

Goals are impacts on the target population that an organization works to
achieve. Using the mission statement and the goals, the board members
must next conduct a needs assessment to determine what barriers must be
overcome and what resources there are to accomplish the goals and further
the mission. A simple listing of positive and negative forces relative to
accomplishing the mission sets the stage for the necessary research. Staff
can assist the board in this step by collecting information that fully
informs the board about barriers and resources that can relate to the
mission’s goals.

Needs Assessment (Car Checkup)

The needs assessment is an examination of the external conditions in
which the organization acts. It evaluates the forces working against the
organization (barriers) and for it (resources). Resources include human
resources, information, operational processes, skills, financial support, in-
kind contributions, and technology required to achieve the goals and
objectives. Barriers include obstacles to achieving goals and objectives,
such as low levels of education, high local unemployment rates, and the
short length of stay in a community of migrant workers.
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One of the most critical elements of a strategic plan is the objective that
serves as a milestone leading to the accomplishment of the organization’s
broad goals. One difference between goals and objectives is that
objectives should be measurable, whereas goals are not necessarily
measurable.

Objectives (Signposts)

An objective is a specific, measurable, outcome-oriented description of the
desired results of the organization’s current effort. Objectives usually
have a specific time by which they must be accomplished. Some are short
term (1 month to 2 years), some long range (3 years or more). Objectives
mark an organization’s progress over time toward accomplishment of its
goal.

It 1s important to understand the difference between goals and objectives.
Goals indicate what changes the organization seeks to make for its
customers. Objectives indicate specific milestones to be achieved along
the road toward the goals. An organization recognizes that its goals may
or may not ever be fully achieved. But objectives should be stated in a
way that the organization realistically hopes to achieve them by a
particular date.

Strategy (Paths)

Once the objectives are established, the board has to outline a strategy for
achieving the objectives. A strategy is a set of activities combined in a
particular way to move an organization’s work toward its desired
objective. A single strategy may support more than one objective, and
some objectives need more than one strategy. The general or overall
strategy is usually planned by the board, while the detailed strategy and
day-to-day operations are planned by the staff.

An example can illustrate the difference among goals, objectives, and
strategy. Supposing a goal is to improve housing options for migrants and
seasonal farmworkers. The objective might be to increase the units of
affordable housing. The strategy may be to renovate leased HUD
buildings. Increasing units of affordable housing is measurable, while the
goal of better housing would be difficult to measure quantitatively.

Each barrier represents a potential objective that, when achieved, will lead
to the accomplishment of the mission goals. For example, if a barrier to
the goal of improved housing options is the lack of affordable housing,
then increasing the units of affordable housing could be a project
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objective. A strategy related to this goal might be renovating existing
housing leased from HUD.

Another example: If a barrier to the goal of improving the health of
farmworkers and their families is their exposure to high levels of
pesticides, then the objective may be a 20 percent reduction in pesticide
poisonings. The strategy related to this goal might be political and public
relations campaigns that encourage farm owners to change their spraying
practices.

If barriers to achieving the mission’s goals are thought of as causes of the
problem, then the strategies are the interventions that will correct the
problem. The value of knowing what resources are available helps the
board select interventions that are feasible. In the first example above,
increasing affordable housing by renovating HUD-leased homes would not
be feasible if there were no HUD-leased homes available or if there were
no resources to apply to their rehabilitation.

Measurement (Odometer)

Outcome measures are quantitative indicators and qualitative descriptions
used to assess progress in achieving objectives. ldeally, the organization
should have one or more outcome measures to assess its progress in
achieving each objective. For example, if an objective is that "75 percent
of program terminees be employed 90 days following termination,” then
the outcome measure would probably be defined as "the percentage of
program terminees employed 90 days following termination.” Note that
well-defined objectives practically spell out what the measure is.

Boards may also want to use other types of measures such as input
measures Or costs.

Feedback (Compass)

Feedback is a mechanism whereby outcome measures and other evaluation
tools are used to provide information about—and analyze how—the
organization is accomplishing its objectives, achieving its goals, and
effecting the change sought in the mission statement.

Feedback, or information on how well the strategy is working, will inform
the board about the need to revise the plan if a benchmark or standard
was established during planning. Given the resources available, how
many affordable units of housing should be generated during a given
timeframe? With this information, the board can monitor not only if the
objective was achieved but at what level and in how much time.
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Having a projection of objectives in terms of a timeframe helps board
members know if the project is on track or not. Some projects have
lengthy startup periods before results are realized. The staff’s tactical
planning is used to set a schedule of activities or work that operationalizes
the strategy. Fecdback from staff on the number of affordable housing
units generated or anticipated helps the board assess the wisdom of its
strategy. Boards may also want to ask staff (or hire outside evaluators) to
provide detailed feedback or assess why some programs do or do not work
well and to make suggestions on what can be done to improve them.

Exhibit 1 demonstrates how these seven components fit together in the
continuous and systematic process of strategic planning.

Exhibit 1

<
2
H
§ Strategic
8 Planning
— Process

D. Cause and Effect

Information from an examination of the plan’s implementation (feedback)
usually leads to revisions in the plan. It is important to know whether a
cause has the desired effect. Does the board know the real cause for a
problem? Supposing a strategic plan is based on the assumption that
affordable housing is related to farmworkers’ quality of life. However,
what if the affordable housing units were located in an area where
farmworkers did not want to live? It is possible to implement the strategic
plan and achieve the objectives but not the goals or the mission.
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To determine the need for adjusting the objectives and the strategic plan,
the board must observe closely the effects on farmworkers who have
access to the affordable housing units. Would they have found equally
good housing on their own or through other organizations? This is called
making an "Impact evaluation," which asks what would happen if there
was no intervention at all and compares that situation to what happens
when there is an intervention. This can be done by comparing the
experiences and satisfaction of farmworkers served by the project’s
housing programs with those who received no assistance. An acid test of
the board’s strategy is whether the objectives were associated with the
goals.

Board members are the obvious representatives of the organization and advocates
for its mission. Too often, the role of community liaison is assumed by the
executive director, and in many instances this would be appropriate. There are
times when meetings and conferences call for the technical expertise of staff.
However, the board should reserve for itself the work of interfacing with the
community when the purpose is public awareness, community-relationship
building, or gaining support for a mission. As community liaisons, board
members bring their collective networks to the board’s work. These networks
represent resources, community perspectives, and inside information that cannot
be matched by one executive director regardless of his or her activism and talent.

In the case of 402 grantees, board members have a constituency within the
community—migrants and/or seasonal farmworkers. In addition to their general
role as community liaison, they have a responsibility to interface directly with the
constituency whose interest they serve.

A. Media SBokesEerson

Although individual board members cannot make commitments for the
entire board, it is usually necessary as a practical matter for the board to
appoint one or two members to act as spokespersons to the media. These
board members are usually people who are poised and articulate and have
some experience dealing with newspaper, television, and radio media. As
media spokesperson, the board member is well acquainted with the
board’s policies, mission, and project work and can respond to questions
or ad hoc presentations before the media. Most importantly, the board
spokesperson knows when not to speak—i.e., when the board has no policy
or has taken no position.
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Media spokespersons symbolize the organization. The public sees the
board members as the organization’s leaders and source of power. This is
another way that the board asserts a leadership role.

B. Public Aeeearances

All board members should be able to make appearances at meetings, clubs,
and social events on behalf of the organization. Logically, board members
would appear at those events where they are already known. For instance,
a board member who is also a member of the Kiwanis Club might make a
presentation at one of those meetings. Another board member may make
an announcement of an upcoming event or concern at his or her church,
while another would attend a county council meeting to explain the
board’s position on a pertinent issue.

To help board members serve in this capacity, staff can produce discussion
points or information summaries so that presentations are consistent in
content. The board minutes, if properly prepared, are also helpful in
maintaining consistency among explanations to outsiders about board
policy. :

Because they have learned the importance of promoting their mission,
many boards have a standing committee dedicated to public relations or
public awareness. The committee develops, sometimes with staff
assistance, materials such as brochures, videos, and discussion points to be
used at public appearances.

C. LinchEins To Other Orﬂanizations

Board members are usually active volunteers in their community. It is rare
for them to serve on only one board or not be involved in other community
organizations. For this reason, board members can be linchpins, serving
as a communications links and instruments for coordination. When
farmworkers are represented on the board, they can be linchpins to its
constituency.

The linchpin function is both opportunistic and deliberate. Even when the
opportunity is there, board members must take some deliberate action to
make communication or coordination happen. Frequently, such
opportunities are missed because the board members do not view
themselves as having this responsibility. As a result, 402 boards may not
be included when consortia are developed to address problems of common
interest. To avoid isolation from other organizations whose help would
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advance the board’s agenda, board members need to understand their role
as linchpins and be encouraged to serve as points of connection.
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CHAPTER 3

CHARACTERISTICS OF EFFECTIVE BOARDS

SUMMARY

Effective boards are the result of a deliberate strategy; they don't just happen. A board of
directors that hopes to be successful in attaining its goals must structure its work around a
vison that al board members can support. When agreement is reached on a unifying vision, a
mission statement can be written to connect that vison with goals and tasks that lead to the
reglization of the vison. Once goals have been defined, they, in turn, should be broken down
into workable activities and measurable outcomes.

Effective boards must aso invest in finding and keeping productive board members. Board
members are attracted to opportunities for making an impact on issues that they care about.
However, they soon become frustrated if board meetings are inefficient, contentious, or boring.
Running good meetings, selecting members with the right attitude and interests, and giving
them the necessary information and procedura skills pay off in highly effective boards.

l. Make Sure Everyone Is Moving in the Right Direction Toward
the Same Destination

The firgt responsbility of a nonprofit board isto determine its misson or purpose
and how that will be accomplished. If this fundamental task is not done well, the
board will splinter into factions, staff will lack clear direction, and the public will
lose confidence in the organization.

A. Taking Aim at the Target

_______________________________________________________________________________________________________|]
Unifying Vision

Avision isa picture of what your situation will be once your goals are
achieved. A unifying vision brings members together in support of the
overall work of the board.

Successful boards have a unifying vison that keeps the various members
focused on the same goals. A board vision is a picture of the desred sate
that al members agree on. It isthe target that they are aiming toward. It
isapicture of what they see in their minds  eye when their work is
completed. The vison isthen a picture that each member contributes some
part of. The whole picture is a composite of the board members collective
ideas—combined, mixed, and perhaps dtered to create one picture.
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It isimportant that a unifying vison does not contradict itself but sets forth
acongstent view of ideal conditionsthat the board desires for the
community. It isthe group’svison, not the misson statement, that keeps
the group focused. Boards that skip the vision exercise and go directly to
planning their work, solving problems, or forming misson statements will
experience conflict later when they become aware that members are
pursuing divergent expectations or visons.

It isjust asimportant for a board to redlize that it needsto create amission
satement before it garts defining activities and outcomes. In other words,
there is a natura sequence of development that isimportant to follow if
you want to end up with a consistent, systematic approach to your work.

Forming a unifying vison makes people think about working together to
create new conditions they would like to see in their community. It is
about deciding what are the most important conditions or results that
everyone would like to see. For avision to become unifying, it needs to
include ideas that motivate everyone, and it needs to be avison that people
believe can be achieved. Most importantly, it needs to have a genuine
endorsement from all board members, regardless of their persona priorities
or causes that may be only partly reflected in the vison.

Developing the vision calls for two activities: describing the desred sate,
and building consensus.

Avisionis developed from ssimple, concrete words and phrases that board
members are asked to use to describe the desired state or the expected
results of their work. Putting their descriptive words and phrases on aflip
chart encourages everyone to participate in forming the vison, regardliess

of their verbal skills. The list of descriptive words and phrases on the chart
also revedls differences among board members' ideas and where there are
common themes. The patterns revealed by the list set the stage for the next
sep, forming consensus.

Consensus within the group is achieved when everyone can accept the
group’ sdecision and can live with it, even if they do not wholly endorse it.
Consensus, therefore, is an agreement that strikes a compromise among
different members interests and opinions. Groups that never reach
consensus on issues they face are doomed to spend most of their energy
trying to control the damage that results from group conflicts and
competition of wills. For thisreason, it is essential to establish a process

for reaching consensus that will disarm opponents and persuade group
members to work together toward developing a common vison and plan.

If you want to keep members focused on issues and tasks at hand, what
works best is to have a structured approach that keeps individuals or a
small collection of individuas from dominating the process. Many
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organizations in the public and private sectors often choose to have an
outside, neutra facilitator conduct structured sessions that abide by strict
rules for generating ideas and making decisons. Networked computer
software programs also have been designed for this purpose.

A number of consensus-building models are currently used in the public
and private sectors. An example of one approach follows:

C

A neutral facilitator guides the process, but not the content
of the discussion that leads to consensus.

All ideas are welcomed and listed for al to see—there are
no unacceptable ideas.

The facilitator asks the group to review the list to make sure
everyone understands the ideas that have been listed. This
iscaled “clarification” of the list.

The facilitator limits the discusson to points of
understanding and prohibits matters of opinion and/or
elaboration of particular points of view.

Once clarification of the list has been completed, the group

is then asked to “prioritize” by selecting three or four of the
most important ideas/solutions and ranking them in order of

importance.

Totals are talied for each item on the list. The highest
ranking items become the group’s priority lists to be used in
creating a strategy to solve the issue or complete the task in
guestion.

A fina gep isformally declaring the priority list as having
the consensus of the group. At thistime, members can
present a case for including lower-priority items that may be
indispensable to obtaining the desired results. The
assumption here isthat the board has a limited amount of
resources, and only those strategies that board members fedl
have the greatest potential for success should be
underwritten.

Mission Statement

Good mission statements present goals and activities that achieve the
vision and give purpose to the board’ s work.
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Once it has reached agreement on the vison, the group can move on to
discuss goas and a generd strategy for making that vison aredlity. The
discussion should define key elements of a genera strategy that reflects the
overdl philosophy or guiding principles of a drategic plan. The misson
satement usualy consists of related statements that describe the board's
genera drategy and gods. In the fina anayss, everyone should agree
that the misson statement will accomplish the board’ s vison.

An example might be: “The board will operate programs and services that
create education and career opportunities for farmworkers sufficient to
raise therr living standards to parity with the average American worker.”
Thisis agenera satement expressing agoa— raising living standards of
farmworkers—and a generd srategy— operating programs and services
that create opportunities. The misson satement may contain more than
one goal or strategy and may aso refer to valued principles— equal
opportunity regardless of ethnic origin, sex, or religious preference.

Misson gtatements are not easly atered and should not overly restrain the
board’ s strategy or options, therefore, a misson statement does not usually
include detailed information. When a misson statement tendsto be a
summary of al the information and issues that board members want to
communicate, the result is a stlatement with broad, abstract terms that are
open to many possible interpretations.

The misson statement should be specific enough for the board to:

C Know what goals and activities would be appropriate to the
misson.

C Know that progressis being made and when the misson is
accomplished.

Goals consstent with the board vison and mission are developed as a
process leading from the broader perspective of vison to increasingly
specific details.

Practical Goals

A goal isthefinal result toward which effort isdirected. “ Practical
goals’ refersto goalsthat “ practice” the board mission.

Defining goals is rarely as smple as charting a sraight line from gtart to
finish. Achieving most goals requires multiple activities occurring
smultaneoudy or in a particular sequence. If board members want to
know whether activities are producing results, goas need to be linked to
interim milestones or outcomes that can be measured, observed, or
demongtrated.
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An example of a practical goa would be that the board will: (1) support
the development of career guidance servicesthat (2) will be made available
to the target population in order to (3) increase the percentage of persons
who will (4) be able to achieve gainful employment and career
advancement. Each part of this example can be trandated into measurable
or observable outcomes. When a godl is Sated in this manner, it is easer
to determine what specific activities will be required, what levels of
achievement are necessary, and what indicators will be most useful in
evauating whether work is progressing toward fulfilling the vison and
mission of the board.

Y ou may want to make goals even more explicit. In the above example,

for instance, it may be useful to indicate: (1) the type of career servicesthe
board wants delivered, (2) what specific segment(s) of the target
population will be recruited, (3) what percentage of increase will result, or
(4) what kinds of career opportunities will be consdered gainful. Practica
goals create practical results. The clearer board members can be about
results they are seeking, the easier it will be to measure outcomes.

Workable Activities

Activities define what work is necessary and how goal s can be achieved.
“ Workable activities’ refersto activities that are doable.

Boards and their staff need to develop an activity plan that identifies
gpecific tasks necessary to achieve desired results. Assgnments must be
made to responsble persons, information and tools must be collected and
then used appropriately, things must be produced, efforts must be
coordinated, and so on. Boards have learned from experience that
activities are most successful when tasks are carefully laid out and
outcomes are monitored to ensure work is on the right track.

Examples of activities that can be planned to meet a practica goa include:

C Staff will identify and recruit career development service
providers available to the community.

C Staff will identify and recruit employers who are willing to
participate in a career development program for community
members.

C Staff will negotiate partnership agreements with service
providers and employers.

C Staff will contract with consultants who can help customize
available career development services to the needs of
community members.
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Activities should be put in the hands of individuals who have the
knowledge and capability to perform them. It isuseful for the chief
administrator to develop awork chart that lays out steps to be taken,
persons responsible, timelines to follow, and outcomes defined in terms
that can be measured. Regular supervison and oversight become easier
when there is a defined plan to follow.

Board members should always be able to track specific activities and
achievements as they relate to the board’ s vison, mission, and practica
goas. A work plan isthe board’ s map to discover how activities will lead
to fina outcomes. It aso helps board members understand how activities
need to be supported with appropriate resources, adequate time to do the
work, necessary tools and skills, and guidance based on planned outcomes.

Measurable Outcomes

Activities should produce outcomes that board members can observe,
measure, or see demonstrated, so that the board can fulfill its oversight
role.

M easuring results involves determining what information is necessary to

keep track of the progress being made. Successful boards have found it is
very helpful to “quantify” results whenever possble. They usualy aso

want to “qualify” what kind of resultsthey want. An example of a
“quantitative” outcome would be: career guidance serviceswill serve at
least 800 participants within a 1-year period. In contrast, an example of a
“qualitative” outcome would be: career guidance serviceswill demonstrate
customer friendly relations with community participants.

Whatever outcomes are selected, it is essentia for board members and staff
to agree on methods. Thiswill involve requiring staff to collect and
maintain data and regularly monitor the progress of activities. Board
members should be made familiar with the kind of measurements that are
being used o that they can interpret their Sgnificance.

Often boards are faced with outcomes that are unredlistic or difficult to
interpret. Thisis frequently due to decisonsthat are made with insufficient
information. When aboard commits itself to achieving a specific outcome,
it is crucia to know what will be necessary to reach that outcome. It may
take 2 to 3 years before career guidance services can serve 800 participants
within asingle program year. The desred outcome may require additional
time, additional staff, better systems, better recruitment of participants, or
some other program improvement.

Effective programs usually have a means for gathering evaluative
information on their outcomes, at different pointsin time, that can be used
for making improvements. An example would be: 200 participants should
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receive career counseling services within the first 4 months of the program
year. Indicators are used to measure progress toward the agreed-upon
outcome, or, in some cases, to ater the expected outcome, aligning it with
what has been discovered to be a more redlistic achievement. Measurable
outcomes make it possible to track the progress of activities, to make
adjustments that will increase the likelihood of achieving a stated goal, and

to evaluate the overal success of the board’ s vison, misson statement, and
godls.

B. Look At The Map To See Where You Are

Trips and Destinations

Planning is like charting a course on a map to show how you will get
where you want to go.

However the Board choosesto “ map” work that needs to be done, it is
essentid for everyone, including board members and staff, to have this plan
available at dl timesto evaluate work in progress. A written plan (map)
should refer to each part of the operationa guidelines. Remember, board
members need to be able to examine particular activities and outcomesin
relation to how they are fulfilling the board’ s vison and mission. Staff
should be able to communicate to board members how their work matches
operationd guidedlines and fits into the overal plan. The written plan
becomes a valuable tool for communication and evaluation of specific
activities and tasks as they are completed. It keeps everyone on track and
helps avoid unnecessary detours.

A plan can be designed in anumber of ways, but be sure that your plan
clearly identifies

C Specific activities related to goals that must be completed.
C Persong/agencies responsible for carrying out those
activities.
C A timeline for the work.
C M easurable outcomes for each activity.
Workable plans aso identify what resources will be required to accomplish

each activity. The plan trandates the vison, misson, and goas into day-
to-day guiddlines for operating programs of the board.

Experienced boards periodicaly review their “trips and destinations’ to
examine whether they have reached where they wanted to be. Asboard
members come and go, it isimportant to renew the board process
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continually, determining new activities and new destinations, inasmuch as
the vison of a healthy board continues to evolve. Steady maintenance will
stay the course.

How the MSFW Grant Fits In

The MSFW grant should have a discernable relationship to the board’s
mission and be easily integrated into the board’ s general strategy. The
grant should be a means for accomplishing the mission; the board should
not automatically assume that thisis so. Nor should board members
become so enamoured of their means (programs and competent staff) that
they lose dght of their ends. It is possible for a M SFW program judged
successful by Federa standards to be a questionable means for achieving
the board’s mission. The board must question and evauate whether the
resources expended can be justified by the results obtained.

This analyss approaches heresy for many nonprofit corporations that have
come to depend on Federal grants to sustain them and never saw a Federa
or foundation grant that they didn’t like. The danger hereisthat the
board’s misson becomes subjugated to the misson of the agency awarding
the grants. It is not uncommon for nonprofit boards to be so tempted by
funding that they end up with a grant that distracts them from their primary
mission. Over time, nonprofit corporations missons may, in effect,
deteriorate to Smply keeping their staff employed and the rent paid.

The process outlined below helps the board to define the relationship
between misson and strategy and the MSFW grant. Answering these
guestions alows board members to see where adjustments may be
necessary to assure a good fit to their misson.

Unifying Vision

Satement of intended ideal conditions desired by the board. These ideal
conditionswill be directly reflected in the overall mission statement.

Do the required grant outcomes or services represent a piece of the board’s
vigon or picture of the ideal ate? If S0, the end results of the grant are
part of the board’s vison.

Mission Statement

Presentation of purpose statements related to the stated board vision.
Purposes within the mission will be connected to practical goals.

Are either the means and methods employed by the grant or the grant’s
outcomes represented in the mission statement?
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Practical Goals

Establishment of goal statementsin measurable termsrelated to purposes.
Goalswill be connected to workable activities.

Are the outcomes specified in the grant represented in your mission’s god
Satements?

Workable Activities

| dentification of specific activities/tasks required in achieving goals.
Activitieswill be connected to measurable outcomes.

Are the means outlined in the grant (i.e., the service Strategy) practical?
Has past experience shown that the approach represented by the service
drategy is effective in achieving Smilar outcomes?

Measurable Outcomes
Definition of observable/demonstrable/measurable results of activities.

Is the relationship between services and expected outcomes clear? How do
you know that the outcomes are the result of the service strategy? Could
they have occurred for other reasons?

C. Checking to See if the Cart is in Front of the Horse

If you don’t know where you are, it is difficult to see where you’ ve been or
where you want to be.

If aboard is confronted with inconsstencies and conflicts in following a
course of activities, it is probably time to stop and see if the cart isin front
of the horse. Boards should not hestate to revidt their vison to ensure
that their mission, activities, and goals clearly support that vison. Itis
even possible that a board may need to revise its vison, if it was not done
properly the first time.

Board Self-Assessments

Boards should perform periodic self-assessments to determine if course
corrections are needed. Board members should be surveyed to find out if
there are disagreements about the board’ s vison, problemsin setting
priorities, different understanding of goas, or problemsin being able to
evaluate progress. This aso requires a commitment to making corrections
wherever they are needed in the operational plan. A good self-assessment
process examines al parts of the operational structure to make whatever
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systemic changes are necessary to solve a given problem. Correcting an
activity may not solve the problem if the goal is not clear or the activity
does not relate to the vison. Even the vison should be intermittently
revisted to see what may need to be changed, especidly as new members
enter the group.

Assessing a board’ s status can be accomplished in a number of ways, but
the vison and the misson must aways remain the driving force behind
every effort. A board that pursues no vison has no misson. Without a
mission, the board has no reason to exist.

The Nationa Center for Nonprofit Boards offers the following example of
how to conduct a self-assessment:

Ten Stepsin a Salf-Assessment

Step 1: Assess Board Readiness—Self-assessment works best when the
organization and board are relatively free of criss. In assessng aboard’s
readiness, avariety of questions might be asked, including: Is the financia
condition of the organization relatively stable? Is board leadership in place
and generaly effective? Do the board chair and chief executive have a good
working relationship? Are there important areas of board operations that
need improvement? etc.

Step 2: Gain Board Commitment—All board members and the chief
executive should have the opportunity to discuss the merits of the self-
assessment and agree to be active participantsin the process.

Step 3: Appoint a Steering Committee—Assemble at least three key
members of the board and the chief executive to plan and carry out the self-
assessment.  The committee should be composed of leaders who are
respected by other board members because they will be able to effectively
communicate the value of the effort.

Step 4: Select a Facilitator—T o ensure the success of the self-assessment
effort, the steering committee should select an experienced facilitator who
is knowledgeable about nonprofit governance and skilled in group process.

Step 5: Set aRetreat Date—Schedule a retreat solely to discuss the results
of the salf-assessment questionnaire (instrument) and to lay the
groundwork for action to improve board performance.

Step 6: Didtribute an Assessment Questionnaire—Digtribute the
guestionnaire to al board members either by mail or at a board meeting.
Also st firm deadlines for completion and return.
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Step 7: Analyze and Interpret Questionnaire Data—Once all
guestionnaires are returned, compile comments and responses into a survey
report.

Step 8: Edablish a Retreat Agenda—Whatever mode of analysisis used
(quedtionnaire, etc.), the results serve as a bass for discussion at the retreat
and shape congtruction of the agenda.

Step 9: Hold Self-Assessment Retreat—T hisis the focal point of the self-
assessment process. A retreat setting allows board membersto speak
candidly and reach consensus on important issues surrounding governance.

Step 10: Implement Action Plans Generated During Retreat—T he red
work of the board begins immediately following the board retreat. Follow
up to address the important issues, and a plan to implement formulated
drategies must be swiftly put into place by the leadership of the board and
the executive director.

How to Move From Where You Are to Where You Want to Be

External forces—e.g., Government funding priorities, client needs or
characterigtics, or availability of duplicate services from other
organizations—can dlter the programs and priorities pursued by boards
over time. At some point, a board’ s work and projects change in pursuit of
godls that were never conscioudy. Some boards have found themselves
pursuing the goa of Smply keeping their staff employed. At these times,
boards must realign their work with their misson and vision.

A survey of board members to learn how each describes the desired state
will reveal where there is lack of consensus or even conflicts about the
group’ s mission, goals, and program strategy. Resolving the diverging
viewsto create a unified board is usualy the occasion for aboard retreat to
concentrate on the basics.

Although the same steps and exercises outlined earlier to form the vision,
mission, goas, and activities are applicable, the actua Sate, or current
conditions, also includes the exigting program, staff, contracting
relationships, and partnerships. A frequently mistake is to force the vision
to fit the board’ s circumstances. Although commitments to staff,
contractors, and partners cannot be ignored, they should not constrain the
board’s vison and mission.

A solution isto allow the board to proceed to a unifying vison, mission,
and goals without regard to current commitments. At the stage of
developing a Strategic plan, however, the board must fit current programs
into the plan, alter them to accommodate the plan, hand them off to
another governing body, or phase them out so asto minimize disruption to
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all concerned. Thiscan very well result in laying off staff (with adequate
advance notice), changing partners, terminating or modifying contracts,
and redligning budgets. A board that pursues no vison has no misson.
Without a misson, the board has no reason to exist.

Il. Attracting and Sustaining Good Board Members

“ When one has no stake in the way things are, when one’ s needs or opinions are
provided no forum, when one sees one' s self as the object of unilateral actions, it
takes no particular wisdom to suggest that one would rather be

elsawhere.” —Seymour Sarason, 1990

A. Making Board Work Appealing and Rewarding

People are usudly interested in participating on boards for one of two
reasons. Thefird is altruistic, when the prospective member sees his or
her membership on the board as an opportunity to have some postive
impact on issues of concern, and when the purpose is to derive satisfaction
with no thought of any other personal gain. The second reason is  self-
serving, whereby the prospective member hopes to derive direct benefit,
either on a persona basis or in terms of the organization where he or sheis
employed. Sometimes there are elements of both in a person’s motivation.
Whatever reasons board members may have for serving, the important
thing isto be engaged in productive work that results in postive outcomes
for the community.

Good board members, by definition, are doers. They are reliable,
responsble, and energetic. They have good interpersona skillsand a
commitment to solving problems. Good members will be attracted to the
board if they view their participation as meaningful or leading to results
that benefit or satisfy them. Boards that encourage members to become
knowledgeable about issues and be directly involved in creating solutions
cultivate an environment that nourishes strong, active membership. Listed
below are some basic principles that successful boards have used to
support enthusiastic and productive participation by their members.

Planning and Conducting Well-Organized, Comfortable,
Stimulating Meetings

Meetings that are boring or devoid of valued socia benefits, or those that
accomplish nothing, will not appeal to anyone. Making sure that board
members are productive and have a psychologically comfortable setting is
the best way to assure that a board attracts good members. Meetings
should be well-organized so that members clearly understand what is
expected and roles they need to play in the proceedings. Issues should be
presented in a stimulating manner so that members are motivated to focus
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on solutions. Dynamic “doers’ are easly frustrated by poorly organized
gatherings, and no one enjoys meetings filled with tenson and rudeness.

Valuing Members’ Opinions and Perspectives

Board members must fed that their opinions are valued. When members
think they are there to “rubber samp” decisons already made, they will not
see their participation as critical or truly valuable. Good members believe
they have a perspective to offer to the group. When board procedures are
not structured to acknowledge members opinions and perspectives as
resources, such boards generaly fail to accomplish their goals and/or make
ameaningful contribution to the community. Likewise, board members
become effective decisonmakers only when they understand the relative
value of their opinions and perspectives within a larger context of
exchanging ideas and learning, wherein the best ideas of the group are
sorted and tested as potential solutions.

Building Group Cohesion and Teamwork

People join boards as individuals who bring a particular perspective, specia
interest, and/or expertise. However, part of what makes the board
experience rewarding is the opportunity to work collectively toward the
common good. Boards that encourage teamwork and group
decisonmaking rather than individualism tend to be more cohesve and
effective. Creating a cohesive environment requires group deliberation and
an individua exchange of opinions, afocus on issues that are vita the
future of the organization, equal accessto information, and time for
informa networking. Various board development experts claim that thisis
the level of interaction that appeals to prospective members because it
helps create a sense of mutua responshility for the board’ s success.

Rewarding Efforts

Members must see their efforts rewarded. Sharing credit for
accomplishments is the easiest way to attract good board members, who
should never be taken for granted or have ther efforts discounted. Rather,
they should be recognized for their work on aregular basis as progress
occurs. Formal recognition should be given at public events or in the news
media whenever possible. Such recognition builds the reputation of the
board and will contribute to attracting additional good board members.

The principles listed above should be given primary consderation when
developing rules, bylaws, or procedures for conducting business of the
board. These things do not occur by chance; they must be planned and
made part of an agreed-upon strategy for creating a meaningful, successful
board.

Technical Assistance Guide 3-13



B. Recruitment Strategies
|

Recruitment of good board members is fundamental to long-range success.
Boards should use caution and deliberation in how they approach this task.
It isa given that boards need to find individuals who can represent
particular community interests, but prospective board members must
demonstrate commitment to broader community issues beyond those that
relate to ther affiliations or personal needs. New members should be
selected based on the totdity of what they can contribute, rather than the
fact that they represent a congtituent group or important organization in the
community®. In other words, good members are individuals who can
become committed to the overall vison and misson of the board.

Board members who make a strong commitment are usualy stakeholders
in the community. Stakeholders ether live in the community, have family
who live there, own abusiness there, or, have some vested interest in the
community that represents a personal stake. The practice of including
board members solely for their command of resources when they have no
direct ties to the community means that such members may bring
competing interests to the group.

For example, a board may include representatives of agencies or businesses
in the hopes of creating partnerships that will bring needed resources to the
project. This, however, can create dissenson on the board as these
agencies and businesses bring separate and digtinctive missions of their own
and may compete to advance their own goals. It isunrealistic to expect
organizations to put aside their missons and goas when they become
members of the board. Even though they may share a common objective
with the board, that may not be their first priority.

The key to determining who will be good membersis atest of whether
their participation will lead to a“win-win” stuation. If a prospective
member is from an organization that seeks other funding to replace lost
revenues, it is likely that the member representing the outside organization
will be looking for ways to use board resources to subsdize their
organization. The main criterion for determining whether such members
can be participating stakeholders in the board’ s misson is whether they will
support a “win-win” strategy for the board with whatever outside partners
they may represent.

Testing the Water

L “Community” here also includes the community of clients, e.g., farmworkers,
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Asimportant asit isfor boards to assess the qualities new board members
will bring to the group, it isjust as important to provide prospective
members with sufficient information for them to determine whether they
want to join. This should include the following types of information.

C Problems and issues the board is committed to solving
should be forthrightly stated to determine whether
prospective members share an interest in finding solutions.
Identifying common ground sets the stage to judge what
“win-win” gtuations apply to their participation on the
board.

C The vigon, misson, and modus operandi of the board
should be communicated. Thisisto determine whether
prospective members can support the basic strategy, goals,
and mission of the board.

C Rules governing the board should be explained. Prospective
members need to know in advance how the group governs
itself, snce membership implies agreement with the rules.

C Progpective members aso need to know how much of their
time and effort will be expected. Will they be meeting
during working hours or in the evening? What kind of work
will be required? How much time needs to be spent in
training?

C A ligt of current members on the board should be provided.
Prospective members can be expected to judge the group by
the reputation of its members.

Presenting this information at the initial stages of recruitment alows
prospective members to make an informed decison about joining the
board, and it reduces the probability that they will terminate their
participation, participate only half-heartedly, or resent demands made on
them later. Enticing new members by misrepresenting or exaggerating the
realities of membership creates bad feelings and distrust later down the
road.

The practice of treating membership as purely honorary should be
discouraged. Group members should be respongble for the power they
have over board projects. Knowledge should be emphasized as the only
legitimate power of board membership, and that can be gained only
through persona investment in the work that needs to be done.

Recruitment of board members becomes a matter of strategy toward the
goal of shaping the character and resources of the group to accomplish the
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board’svison. It isworth repesting that an individual’s commitment to the
board’ s vison, misson, and goalsis the best test of whether he or she will
make a good member. Therefore, it is essential for the prospective member
to know exactly what kind of commitment is involved.

Developing a Matrix for Evaluating Effective Board Work

Recruiting good board members means being able to identify people with
desirable persona attributes who can aso bring needed resources to the
group. (“Resources’ in this context refers to persona qualities rather than
materia resources) To identify persona resources, a matrix can be
developed that compares the work of the board to needed skills of board
members. When boards are “hands-on doers’ with no or few staff upon
which to rely, the matrix is a good means for clarifying the kinds of skills
and expertise board members must have in order for board projects to be
implemented. Where staff or contractors are delegated board tasks and
projects, the matrix can be used to clarify the expertise needed by board
members to manage the organization and perform its other functions.

Regardless of the type of board or the skills needed to do the work, all
board members should have the persona attributes of commitment, good
judgment, respect for group processes, integrity, and a sense of humor. To
identify people with these characterigtics, you may want to use the
following guide.

Commitment: Look for evidence that candidate members share the same
values as the board and have a vested interest in solving problems stated by
the board. One aspect that needs emphasisis the board’ swork style. If the
board isa“hands-on” group that expects members to continue the work
until it' s completed, make sure that candidates are smilarly disposed.

Good Judgment: Common sense or good judgment is more critical to a
board’s effectiveness than special expertise. Look for people who
intuitively know that things are not always as they appear to be, will not
overreact to Stuations, and have a reputation for behaving appropriately
for the occasion. Such people will respond correctly to tense situations,
know that the need for haste and immediate action is usualy exaggerated,
and know when information does not add up. Good judgment is not
necessarily related to education or status. Therefore, community residents
with little or no professona expertise can ill be exemplary and valued
board members.

Respect for Group Process. Some people do not function well in a
group. They are impatient, have little tolerance for opposing opinions and
often “just want to get things done and go home.” For others, processis
more important than results. Inevitably, both types end up in the same
group. Different perspectives on the value of process can be
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accommodated in a group, but everyone must respect the procedures and
processes the group has chosen. People who are known to try to control
groups and leave hurt feelings behind them are not good candidates for the
board.

Integrity: Honesty and openness are aspects of integrity. Board members
should be free of any conflicts of interest or should openly acknowledge
Stuations that may represent conflicts of interest. Conflict of interest in
pursuit of hidden agendas mires boards in exhausting manipulation and
corrosve dissenson. Trust among board membersis essentia for effective
working relationships. People who are prone to exploit Stuationsin

pursuit of their self-interests are usualy known by their reputations and
should be avoided.

Sense of Humor: A sense of humor is sometimes the only thing that
“savesthe day.” Fortunately, it is one attribute that is discernible in an
initid meeting. Not taking onesglf too serioudy, seeing the humor in
gtuations and being able to use humor to relieve tension is a persond trait
that can get boards through difficult times. Candidate board members who
demonstrate good humor can be great assets in keeping the group focused
and working together.

Il. Investing in Informed Board Members Through Training

Training, however it is done, is the means by which group members acquire the
skills and knowiedge necessary to develop sound strategies, work together well,
and successfully complete board work.

Training or educating board membersis a Srategy to make them suitably informed
about the technical issues surrounding the board’s misson and provide them with
the interpersonal skills needed to be effective in the group. Members need to
know the rules that will govern their work and what kind of outcomes are
expected. The only way to ensure that board members have the requisite
knowledge and skills to function effectively is to provide them with structured
learning opportunities.

A. Organizing Training To Meet Board Member Needs

Training is an indispensable tool to ensure that board members have the
necessary information and skills they need to be productive. Training isthe
primary method to:

C Build ownership of the board vison for members who join
the group after the vison is aready in place.
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C Generate leadership skills that enable group membersto
serve as change agents or catalysts for change in the
community.

C Build effective teams among members so they can pool their
resources to enhance the power of the group.

C Pass on technica information so that members can make
informed, intelligent decisions about board strategies.

C Create good communications and community-organizing
skills so that members can influence others to support board
causes.

When genera information about board structure and history is to be part of
the training, senior members of the board can transfer this information to
new members either informally or through structured presentations. Senior
board members should be ready to share information with new members at
any time questions arise. Some boards have chosen to assign senior
members as mentors to new members as a method of ensuring that
higorica information is transferred and continuity is maintained. Whatever
methods are selected, some kind of extensive orientation must aso be
planned that presents information in a sysematic fashion, to give new
members the framework of knowledge and skills they need to function as
productive members of the group.

Assessment of board members knowledge and skills should be an ongoing
process. It isuseful to create checklist surveys for members to indicate
what types of training they feel would be most helpful. Of course, board
members will not be able to identify necessary training unlessthey are
clearly aware of the functions they must perform and issues that demand
thelr attention. As board membership changes, training will have to be
repeated or a system for mentoring new members must be developed.
Periodically, boards will feel a need to revigt their misson statement or
vigon. If the vison or misson changes, the group may need additional
training to accomplish new work represented in these changes.

B. Making a Commitment of Time and Resources

Time mugt be planned for training because most members dready have full-
time jobs, time dlocated to their families, and other commitmentsin the
community. It isadvisable to plan extended blocks of time, depending on
objectives of the training. Some activities can be accomplished in an
afternoon or full-day training. Other activities may require the board to
plan aretreat, either a couple of days during the regular work week, or
days extending into part of aweekend. It iscritical to allow adequate time
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to achieve expected outcomes of the training. Spending extended time
together aso alows board members to form stronger personal bonds and
gain understanding of how to support one another’ s strengths.

Investment of time and resources to conduct effective training is always in
the best interest of the board. Again, training should be part of an ongoing
assessment of board activities and membership needs. Board members
should be surveyed, both informally and formally, to determine speciaized
information and skills they may need. When new skills need to be
learned—e.g., leadership training, team-building, and communication
skills—quadlified specidigts are usualy required. Boards need not view
gpecidlized training as an extravagance. Many service organizations, public
agencies, and professiona associations offer free or low-cost training for
community organizations. Local government and public colleges are dso
valuable resources for community groups who need training in genera
skills. The following resources, at a minimum, should be identified and
established for training purposes:

C M eseting space or specid facilities.

C Information materials (for board functions and project
activities as well as specidized ills).

C Trainers (either board members or qualified specidists).

C Badic training equipment, such asflip charts, dide/overhead
projectors, folders, writing instruments, etc.

C Refreshments.

As dready gtated, training does not need to be a costly proposition. With a
little effort, donation of many resources can be secured from participating
board individuals and organizations. Boards should first make an effort to
solicit needed training resources in order to reserve as much money in the
budget as possible to supply other needs, such as paying for qudified
speciaists who may not be readily available in your loca area.

Investment is a concept that should be understood from more than one
perspective. Persona investment of time and energy can be as important as
investment of material resources. Persona quadlities that have been
described in this chapter are vauable “resources’ in getting the job done.

It makes good sense for the board to utilize expertise that exists among its
membership and to evaluate its investments to capture potential resources
and maximize effectiveness.

Effective training is a natura way to increase board productivity, asit helps
to eiminate waste of time and the loss of personal resources among its
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members. Investment of materia resources should always serve to increase
board capabilities by establishing systematic improvementsin how the
board conducts its business.
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CHAPTER 4

TOOLS FOR PRODUCTIVE AND EFFICIENT
BOARD MEETINGS

SUMMARY I

The work of the board is distinct from project work that relates to activities and goals of the
organization. Board work is composed of the various tasks associated with the conduct of
board business as a governing body. A number of tools are designed to promote board
productivity and efficiency. Likewise, there are strategies that expedite board work through the
formation of committees, various types of board membership, and defining the responsbilities
of the officers. A tradition of standard practices has guided the processes by which boards are
organized and function, including procedures for conducting meetings and methods for
keeping board records. This chapter explains how to apply these standard practices to
strengthen board members' ability to work productively while maintaining their spontaneity to
be crestive.

Board support personnel (staff) perform much of the work associated with standard practices
and are key to appropriate application of tools and procedures. Therefore, this chapter aso
examines the proper relationship between board members and their staff who perform support
functions for the board. Keeping these relationships in balance so that authority resides with
the board and not the staff requires a good understanding of the implications of dependence on
staff.

l. The Purpose of Minutes and Agendas I

Nothing stymies board members’ interest and enthusasm more than mestings
where nothing seems to get accomplished. Nor does anyone want to be associated
with agroup that isincompetent and can’t “get its act together.” Making boards
productive and efficient goes a long way toward maintaining board member

interest and attendance at meetings. It also communicates the message that the
board is a community force, able to carry out its work with dispatch and
professonalism.

States frequently require that minutes of meetings be kept to document that the
board is functioning in accordance with itsincorporation statements. Many boards
limit meetings to items on the advance agenda, to prevent any manipulation of the
meeting to push controversia actions without advance notice to al board
members. Each of these tools—minutes and advance agendas—help expedite
ddliberations during meetings while maintaining an open and fair process
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It is dways important to remember that these practices are a means to an end—not
theend in itsalf. What is right for your board is what works best for it. Don’t
burden your gstaff and board members with unnecessary procedures. A
misapplication of these practices can result in less productivity, rather than more.
For you to have productive and efficient board meetings, tools must be used in an
appropriate manner.

A. Agendas

Agendas (see Exhibit 2 for a sample) are lists of topics or tasks to be
engaged during meetings of the full board or in committees. Using an
agenda keeps meetings organized and focused. When the agendais
circulated in advance, board members can prepare for the meeting and
other interested participants can judge whether they should attend or not.

Typically, agendas indicate when the meeting sarts, its location, topics to
be addressed, and other helpful information. Items listed on the agenda
may include brief notes that give a context for discusson and decisons.
Notes usualy accompany items that cal for board action within a
timeframe, relate to other items on past agendas, or call for special
explanation. This provides board members information to understand and
prepare for the meeting.

Preparing and Setting the Agenda

Agenda items are usualy determined by activities in progress, issues that
surfaced in prior meetings, or new activities resulting from board policy
decisons. No matter who is assigned to put together agenda items,
agendas should be ether set or approved by the chair (or presding officer)
prior to digtribution. This givesthe chair an opportunity to organize the
agenda and prepare to conduct the meetings. If the agendais too full, the
chair can divert items to committees or defer itemsto a later time.
Sometimes items can be handled through an executive committee rather
than the full board. It isthe prerogative of the presiding officer to make
these adjustments to the agenda according to board policy.

For areview of the agendato be meaningful, the presiding officer must
have it well in advance of its scheduled digtribution. A prescreening of
agenda items frequently resultsin shorter meetings because the presiding
officer can judge which items have priority or could be handled another
way. Relevant background information attached to the agenda will help
board members be better informed and ready to work when they arrive at
the meeting. Most importantly, screening the agenda gives the presiding
officer and support personnel a preview of the meeting to ensure that al
needed support isin place. Audiovisua aids, space for interested parties to
attend, refreshments to compensate for along meeting, or arehearsal
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Exhibit 2

Sample Agenda Format

Organization: Date:
Meeting Type: Starting Time:
Meeting called by Chairperson Ending Time:

Place: Background M aterials: Board Packet
Chairperson: Meeting Method: Parliamentary
Facilitator Decison Method: Consensus
Recorder Please bring: Board Packet
Order of Agenda Items R;?Jrosr?gf)le Process Algg:ed
1. Cal to Order Chairperson 1 min.
2. Approval of Agenda Board Consensus 5 min.
3. Approval of Minutes Board Consensus 2 min.
4. Consent Agenda Chairperson Consensus 5 min.
5. Treasurer’s Report Report 5 min.
6. Exec. Director’s Report Information 10 min.
7. Committee Reports
Budget and Finance Acceptance 15 min.
Fundraising Information/Discussion | 10 min.
Public Affairs Information 5 min.
Executive Information/Action 5 min.
Personnel Information 2 min.
Education Information 2 min.
8. Parenting Program Consensus 10 min.
9. Expansion Proposa Consensus 15 min.

10. New Business

11. Adjournment

Source: National Center for Nonprofit Boards
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for how best to handle controversa items al contribute to a stronger
likelihood that meetings will proceed smoothly with fewer interruptions.

B. Minutes

It isimperative to keep some record of al board-sanctioned meetings to
document that board policies and rules of incorporation are being followed.
Beyond this requirement, recording meeting events ensures that whatever
was accomplished is not lost. When a clear record is not available,
arguments about what did or did not happen are inevitable.

Taking Notes and Making Corrections

M eeting minutes need not be a lengthy record of every remark. In fact,
overly detailed minutes defeat their purpose by intimidating readers with
their bulk. Verbatim transcriptions taken from recorders, for example, are
not only expensive but contain extraneous information that is not useful.
Moreover, tape recorders catch only some of the discussion in the room,
missing comments made beyond the range of the microphone.

A better practice is to designate someone who is knowledgeable and
proficient to take notes. Where staff are available, the notetaker should be
a gaff person who writes up the notes immediately following the meeting.
These notes are submitted to the board secretary for review and correction.
If no staff person is available, the primary task of notetaking may fal to the
secretary. The secretary, usualy in consultation with the chair, then
presents the minutes at the next board meeting for the full board's

approvd. Corrections from all members are made at thistime. The
corrected minutes, once approved by the board, become the official record
of the meeting.

Contents of Minutes
Minutes should include, a a minimum:
C When and where the meeting occurred.

C Who was present—the chair, board members, staff, guests, or other
interested parties, for example.

C The existence or absence of a quorum.
C How each agenda item was presented.

C All rulings made by the chair.
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C The substance of recommendations'motions and who made them.

C Summaries of discussion that led to recommendations’ motions.

C A record of all proper motions and actions.

C How everyone voted or the number voting for or against
recommendations.

C Listings of necessary resources to accomplish recommended tasks.

C Timelines and expected outcomes related to recommended
activities.

Minutes as a Record of Board Work

A master copy of al minutes for full board meetings should be retained as
part of the incorporated organization’s records. Minutes of committee
meetings should also be retained where standing committees report to the
full board. Meeting minutes are the group’s “inditutional memory,” since
the compostion of the group or board will change over time. After afew
years, memories of how and why things were decided become hazy or
entirely lost because of board turnover. Board members need to know the
history of board discussons and decisons in the form of meeting minutes
in order to become fully informed and responsible decison makers.

Minutes as a Basis for Resolving Disputes

M eeting minutes are frequently used to resolve disputes over past board
actions. Therefore, minutes should be detailed enough to provide a record
that clearly explains board actions. Notetakers are advised to state to
board members their understanding of the action taken, to ensure that it
was heard correctly. They are also responsible for confirming the correct
count of the vote and any other condition required for board action.
Accuracy and completeness are especidly important in three areas. (1)
what action was taken by the board, (2) the reason or rationale for the
action, and (3) whether officia conditions for taking action were met. The
latter consideration concerns such things as whether there was a quorum
when a vote was taken and the number of votes needed for the action.

Minutes as a Communication Tool

In addition to serving as the officia record of the board’ s work as a group,
meeting minutes also are used to orient new board members, keep track of
project milestones, and communicate anong and between board members.
As a communication tool, meeting minutes advise every board member on
actions taken by various committees and members, providing atool by
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which the work of the board is coordinated. Without minutes of meetings,
members of large boards may be unaware of the activities and thinking of
some members.

How minutes are presented or organized will have a bearing on their utility.
Minutes should be concisely written to follow meeting events
chronologically so that readers can easily visualize the progress of the
meeting. Bold face headings should indicate agenda items.
Recommendations or motions by the board and important announcements
should be marked to flag the reader’ s attention. The use of bullets, brief
phrases or sentences, and indented text help organize materia without the
need for narrative conventions, such as paragraphs and topic headings. If a
format for recording the meetings is worked out around the agenda in
advance, taking notes becomes easer. See Exhibit 3 for an example.

Note that the minutes are numbered (14 " Mesting). This helps board
members and gaff alike to make sure that they have all the meeting
minutes. It isaso easer to refer to a particular meeting by its number and
date since some boards may not meet regularly.

1. Staff’'s Role in Board Work

Staff are employed by the board to provide support for board meetings and
required functions, and to facilitate and monitor assgned board project
activities. There are no hard- and -fast rules for how either type of tasks
may be delegated. Some boards rely extensively on staff for many board
functions. In these instances, staff might perform any of the following

tasks:
. Schedule meetings according to board policies.
. Take minutes and prepare al reports reviewed by the board.
. Recommend agendas for meetings, new board members,

and actions to be taken before the board.

At the other end of the continuum are “working boards,” where members
contribute their expertise and time to do actua project work. They may
mentor clients, write checks to pay hills, recruit, hire and train staff,
negotiate contracts, and write grant applications. The more active board
members become, the better control they have in usng staff support to
carry out the board’ s agenda.

Exhibit 3
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Minutes of the 14th Meeting of the MSF Resource Board
Date:
Meeting Time: Meeting Place:
In Attendance:
Board Members Staff Others

i
Agenda Items:
Approval of Minutes of 13th Meeting
Corrections
Motion To Approve by

Yea Nay
Proposal for summer recreation
Discussion
Action
Yea_ Nay_
Staff reports
Financial report
Discussion
Action
Program status report
Discussion
Action
Jones Middle School Request for Career Awareness Program
Presentation
Discussion
Action
Yea Nay

Adjournment Time: I

The key issue is how does the board use staff, especialy the executive
director, to increase the productivity and efficiency of board meetings
without losing its independence and becoming overly reliant on staff. The
answer liesin how gaff and board roles are defined, and in how
communication occurs between them.

When gtaff interpret information to arrive at a conclusion, the rationale for
their concluson should be shared with the board. At a minimum, staff
should label conclusions as such and not pass them off asfacts. For
example, “The auto mechanics training class isawaste of money” isa
concluson. “The auto mechanics class has ended with no studentsin
training-related jobs’ is a fact that may lead one to conclude that it was a
waste of money. Upon hearing this report, the board may ask for
additional information to come to their own conclusions about the overall
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success or falure of the class. Staff should supply information to board
members, not draw conclusions for them.

A. Staff as Record Keepers and Information Gatherers

Staff are appropriate agents to take notes at meetings, prepare documents
or reports for board review, and conduct research to answer questions
raised by the board. These tasks provide the board members with well-
organized sources of information upon which to make decisions, so that
meetings can move efficiently through complex issues. Staff should be
available at mestings to receive information-gathering assgnments from the
board and to supply information.

B. Staff as Technical Consultants

Boards frequently rely on staff to provide them with technical information
and advice. For instance, the project accountant or bookkeeper may advise
the board about the most efficient method for tracking Government funds
S0 that required Federd reports are submitted on time. Case managers may
provide the board with the best information about clients needs for child
care. Ingtructors may give the most accurate information they have asto
why students fail their classes.

In most cases, technical information is channeled through the executive
director. This practice has the advantage of being easier for the board,
snce they have a single point of contact for information on any technica
issue. However, it has the disadvantage of filtering all technical

information through one person’s biases. Using the executive director as
the only source of technical information may have the effect of limiting the
board’' s access to diverse points of view. It relies on the executive director,
as the top manager to be well informed on the day-to-day operations of
gaff and to be able to include their technical input.

C. Staff as Organizers and Facilitators of Board Work

Staff may also be used to organize meetings, facilitate discussons, and see
that meetings accomplish their purpose. There is some risk that the control
of meetings and board work will shift from board membersto staff. Even
without a conscious wish to usurp the board’ s prerogatives, executive
directors will naturaly focus on staff needs and priorities when setting
meeting agendas, recruiting new board members, or facilitating discussons.
Given the executive directors superior technical knowledge of the
projects, they can easly reach a point where they have more influence than
any board member.
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D. Staff as Planners, Community Liaisons, and Board

Trainers
|

It is assumed that the executive director will contribute to the planning
process, interact regularly with the community, provide technical
information for board training, and have a voice a board mesetings.
However, when staff assume primary responsbility for the tasks of
drategic planning, representing the board to the public, and training board
members, the board may become a “rubber-stamp board.” A rubber-gamp
board has minimal control over the staff’swork, preferring to attend
occasonal meetings, vote on staff recommendations, and limit its
investment of time and energy. Examples of such boards abound in the
form of celebrity boards of high-profile organizations. In these cases,
board members are selected for the luster they lend the organization rather
than their ability to add value to the project work.

There have been severa examples (e.g., United Way) where staff were
trusted too much by rubber-stamp boards, resulting in considerable board
embarrassment and aloss of credibility to the organization. No one's
interest iswell served by a rubber-stamp board.

I Organizing to Get Board Work Done

There are several methods for organizing boards to make them more efficient and
productive. Most boards use a combination of these to create a structure for
getting their work accomplished.  First, boards typically appoint or elect officers
who have specia responghilities, most of which relate to leading and organizing

the board. Second, boards set up committees that alow selected members to focus
on well-defined board responghilities.  Third, boards may establish different types
of membersto bring needed resources and assstance to board work. This results
in board members who make key decisons around governance issues, can draw on
associate members for needed expertise, network with the community, or expand
the board’ s influence and capability in some other manner.

Each method offers boards a means for delegating work and expanding board
influence, even when there are limited staff resources. The choice of method or
combination of methods is determined by the nature of the work, the skills and
avallability of board members, and the board’s mission.
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A. Functions of Board Officers

The firg task in organizing an effective board is to determine in the bylaws
what work will be delegated to officers. Their duties should be delineated
in great detail to avoid later conflicts and to ensure that the board's
philosophy about how its work should be done is well reflected in the
officers duties.

For corporate officers, duties are set out in the bylaws. Board officers
nearly always include a presdent, who serves as chairperson or leader of
the group; a vice-president, who subgtitutes for the president; the secretary,
who serves as keeper of board records; and the treasurer, who is the chief
financial officer. The typical functions of these and other officerstypical of
nonprofit boards are explained below.

President/Chairperson

The presdent or chair guides, facilitates, and coordinates the work of the
board. An effective chairperson is a catalyst more than a leader of the
group, performing the administrative work needed to ensure a productive
and efficient board, keeping the board on track in terms of its misson and
goals, and ensuring that the Articles of Incorporation, bylaws, and board
policies are followed. The chair, who typically is the linchpin between the
board and the staff, works closely with the project managers and the
executive director.

Contrary to popular notion, the chair should not be viewed as having more
authority or power than other members. Although the chair’s duties
include making assignments to committees, developing meeting agendas,
and running board meetings, he or she should not have the loudest or most
frequently heard voice during board meetings. A board meeting dominated
by the president or chairperson is not really a board meeting. A good
chairperson is a skillful facilitator who has excellent interpersond skills and
can bring out the best of each board member, thereby optimizing the
potentia contributions of all.

Presidents or chairpersons usually have sgnatory authority, i.e., they sgn
for the corporation to bind it for any legal purposes. They aso represent
the corporation at public meetings or gatherings where an official
spokesperson is required.

Vice President or Vice Chairperson
The vice presdent subgtitutes for the presdent when the presdent is

unavallable. This officer may aso be given specific adminigrative duties,
such as serving or advising on questions concerning parliamentary
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procedures or maintaining order if the board has no parliamentarian or
sergeant-at-arms.

Secretary

The secretary is recognized as the official keeper of records, including
minutes of board and committee meetings, the Articles of Incorporation,
bylaws, policies and procedures manuals, corporate seal, and any other
symbols held by the board. The secretary is also usualy the one who
corresponds with other entities and reviews written documents issued by
the board. Questions regarding board records are directed to the secretary,
who is often a second signatory agent for the board.

Treasurer

The treasurer is generaly responsble for safeguarding and accounting for
the board’ s financial resources. The treasurer may be a Sgnatory agent for
checks or may be required to approve certain financia transactions on
behalf of the board. Treasurerswork closely with the project staff
responsible for bookkeeping and accounting, frequently chair the budget
and finance committee, or may be responsible for preparing budgets and
making recommendations to the board regarding use of resources.

Parliamentarian

A parliamentarian is needed if the board adheres gtrictly to Roberts Rules
of Order or some other form of parliamentary procedure. This person isan
expert on the rules by which board meetings are conducted and ensures
that these rules are followed, correcting members as necessary.

B. Use of Committees to Organize Board Work
__________________________________________________________________________________________________________|]

There are two types of committees—standing and ad hoc committees.
Standing committees are created in the bylaws and have an ongoing,
permanent respongibility for a given board function.  Ad hoc committees or
work teams are formed to address a particular short-term, interim objective
and are then disbanded. Since ad hoc committees are temporary, they are
frequently used to solve unexpected problems.

Boards are usualy organized around standing committees, with each
committee representing an important function or responsbility of the
board. For example, most boards have a nominating committee that is
respongble for recruiting and recommending new members. A board, in
addition, might have a program committee that recommends and advises on
program design. Committees, then, can be created to address board work
aswell as project work.
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Regardless of the work and responsibilities assigned to board committees,
they are worthlessiif the board second-guesses their recommendations and,
in effect, repeats their work during full board meetings. Board members
must have trust in their colleaguesif committees are to serve their
purpose.

Standing Committees
C Board Executive Committee

Boards that meet infrequently may delegate essentia board work to
a committee comprised of board officers—an executive committee.
The executive committee makes decisions, as authorized by the
board, to meet emergency Stuations that cannot be postponed until
the next board meeting.

This practice is so expedient that it can eventualy lead to the
executive committee becoming a de facto board. Board members
not on the executive committee may fed extraneous to the process
and may lose interest in serving on the board.  Since all members
are equally liable for board actions, overuse of executive
committees can aso leave nonparticipating members feeling
vulnerable.

Another risk associated with overuse of executive committees isthe
centralization of power in the hands of afew board members.
Colluson in pursuit of self-interest is possible among 4 people but
nearly impossible among 25. In addition, the more participantsin
decisonmaking, the sounder the decison.

A better use of executive committeesisto provide coordination and
leadership to the board. These committees are the logical bodiesto
plan board training and recruitment and to ded with internal
disciplineissues. The responsbility for nurturing members and
improving board processes is appropriately placed in a committee
of officers elected by the membership.

C Program

Program committees plan and review project activities. Specialists
or other board members with expertise relevant to the types of
programs sponsored by the board are typica candidates for this
committee. Boards may also choose to introduce clientsto the role
of board member, in which case they are frequently assigned to this
committee.

C Personnel
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This committee recommends policies and governs implementation
of the personnd function. In addition, the personnel committee
usualy evaluates the executive director. Typical work of this
committee isto review and approve job descriptions and
gualifications statements for new positions, review staff
recommendations for filling vacancies, participate in fina interviews
of applicants for sengtive project podtions, recruit and evaluate
candidates for the executive director postion, and mediate
personnel complaints.

C Nominations

This committee recruits, screens, and recommends new board
members. Members of this committee also orient new members,
make sure that eligibility requirements are met, and that vacant
postions are filled in atimely way.

C Building/Grounds

This committee is needed only if the board owns or controls
buildings and grounds. The physica structure—its maintenance,
refurbishing, furnishings, and decoration—are matters under the
building/grounds committee. This committee is critical when
expensive purchases or renovations are in order, since these
purchases represent along-term major investment.

C Finance and Budget

This committee monitors the expenditure of funds, raises money,
and manages the financid affairs of the board.

As can be seen from the standing committees, there are many possible
relationships between committees. If the building needs a new boiler at the
same time that one of the program activities is running short of cash, both
the building/grounds committee and the program committee will be
conferring with the investment and budget committee. It is generaly the
task of the president or chair of the board to make assgnments of specific
tasks to the appropriate committee and, at that time, determine which of
several committees should be responsible for an assgnment.

The reason that boards form committees is to reduce the amount of time
and work that al board members must expend in meetings to accomplish
gods. Even when there are abundant staff to support and assst the board,
much of the board’s work (as opposed to project work) isto make
independent decisions on governance matters. This cannot be delegated to
gaff. The board must study, deliberate, and come to decisons.

Technical Assistance Guide 4-13



Some boards require that al new business before the board come from a
ganding committee. This means that no new business can be placed on the
agenda except in the form of a committee recommendation. When there
are many governance matters to address, usng committees ensures that
each matter will get the attention it requires and the board will make an
informed decision by relying on the special work done by the appropriate
committee. Instead of every board member studying every issue coming
before the board, the work is divided among committees. The board then
can listen to the results of the committees work, usualy in the form of
recommendations, and make its decisons.

The use of standing committees or ad hoc committees necessitates a
system of committee organization and support. Committees require the
assstance of gaff to keep minutes of meetings, conduct research, provide
specia expertise, and perform generd duties that may lighten the workload
of the committee members. Standing committees, such as the program
committee, may develop close ties with program staff and thus provide an
important link between staff and board. This not only gives staff an
opportunity to influence the board, it also gives the board an opportunity to
assess the capabilities of the staff.

Some board members are concerned that the close relationships developed
between gtaff and board members around committee assgnments may
affect the objectivity of the committees—i.e., committee board members
will be unduly influenced by the staff and not exercise independent
judgment. Where thisis a concern, the chair may reassgn committee
members or engage an independent expert to assst the committee. The
independent expert makes the committee less dependent on the staff for the
gpecia knowledge necessary for the committee’ s work.

For example, the finance and budget committee must determine whether
the financia reports reflect accurately how Federa grant money is
expended and that Federa requirements for cost accountability are being
met. In this Stuation, the board committee is making judgments about the
work of the staff that normally supports the committee. Members of the
accounting staff can be expected to be biased about their own work;
therefore, the board hires an accountant to examine the records and help
the committee make its determination. Total cost to the board for an
accountant, typically 1 percent of the budget, may well be worth it if there
are any serious concerns about the staff’ swork. (Keep in mind that many
experts are willing to donate pro bono alotments of time.)

Where committee organization and support are weak, boards are invariably
run by the chair, afew of the strongest members, or the project executive
director. Where committees are well organized and energetic, boards are
productive and powerful, and meetings are efficient.

Technical Assistance Guide 4-14



C. Use of Types of Membership to Organize Boards

When boards lack staff support or prefer to keep board work within the
board membership, creating special types of members serves to expand
resources without expanding the size of the governing body. Under this
organizational framework, a board has voting members who represent the
incorporated body and make decisions. In addition, other types of
membership can be created to serve special functions— ex-officio,
asociate, and other nonvoting members. They can do anything that the
board determines appropriate except vote on board actions.

Also, some boards recognize the need to expand their membership to allow
links with or input from government officials, community partners,
community citizens, or project clients. There are many advantages to being
an inclusive board of directors. The board is more likely to reflect the will
and character of the community or target group it serves. The board’s
resource base is expanded and itsinfluence is greater. Sometimesitisa
requirement of a Federal or foundation grant that large and diverse entities
be represented on the board. And, of course, there are more people to do
the work of the board. However, large boards of more than 25 members
require a commensurately large quorum before they can take action, have
more potentia for conflicts of interest, and are more difficult to manage
during mesetings.

The solution is to create different types of membership; this brings to the
board the benefits of an inclusve, large membership but keeps the quorum
needed to take action to a manageable number. (Generaly, boards require
at least a mgority of members to meet before any action can be taken asa
board.) Two types of specia membership are discussed here— ex-officio
members and nonvoting members—to demonstrate how special
memberships are used to organize the board.

Ex-Officio Members

These individuas are automaticaly board members as a result of some
other office or pogtion they hold. For example, it is common for mayors
or other heads of government to be ex-officio members of a community-
based organization. Generally these members do not vote but may be
assigned specid roles on the board, such as mediator or advisor.

Nonvoting Members

Nonvoting members are selected and appointed according to the bylaws
and enjoy the same rights and level of participation as regular members,
except they cannot vote on board actions and do not count as part of the
qguorum. Nonvoting members may represent agency partners for whom
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voting introduces a conflict of interest; interested community or target
group representatives; or experts whose participation on the board is highly
valued, but who may not be able to participate fully as voting members.
This latter group includes desirable, interested members who cannot attend
often and who would otherwise impede the necessary quorum for
meetings. Having specia memberships alows the board to continue a
relationship with such people without jeopardizing its effectiveness.

There is no need to redtrict the number of nonvoting members, thereby
creating opportunities for active participation of groups that are much
larger than the typical board. Nonvoting members can serve on
committees, participate fully in board meetings and advocate for their
positions on issues under discusson. Creating opportunities for nonvoting
members gives boards additional resources for getting their work done
while aso increasing their influence in the community. It makesthe
creation of an advisory council unnecessary and crestes a pool of potentia
voting members. Thisis an excellent way to identify new board members
who will require minimal orientation to the board and whose interest and
ability are well known prior to their induction on the board.

Boards have used nonvoting memberships as a means of reducing conflict
of interests among partners who need to be actively engaged in board
work. Project clients can also be recruited to serve as nonvoting members
of the board when they have shown an interest in its work and desire to
serve on specific committees. As ameans of reducing the probability of
inducting board members whose interest may flag after a brief time,
recruiting from the pool of nonvoting members can have merit.

V. Procedures That Increase Productivity of Board Meetings

Some form of parliamentary procedure is common among boards and “Roberts
Rules of Order” isthe most typical. This guide was intended for large meetings
(e.g., parliaments), to ensure efficiency and fairness for al the contentious factions
represented. When the board meets these criteria—large and contentious—these
rules may be appropriate. However, for small groups whose relationship isless
contentious, strict adherence to parliamentary procedures may actually be
counterproductive, reducing the informal, free exchange that can be a useful
process for making good decisions.

Another disadvantage of following parliamentary proceduresis that few people are
expert enough to apply them with confidence. Once a board commits to this
procedure as a means for conducting meetings, a parliamentarian must be
appointed who can become sufficiently expert in the rulesto enforce the rules.
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Many boards have lapsed into an acceptable corruption of Roberts Rules of
Order, whereby selected procedures are adopted because they are useful. Severd
of the most frequently used rules and procedures are listed below.

. Votes are taken only on formal motions (recommendations) from
the floor (as opposed to those from the chair). The value of this
procedure is that it limits the power of the chairperson to control
the agenda.

. Motions from the floor must have a second person endorsing them
before avoteiscalled. A second to the motion ensuresthat caling
for avote will not be awaste of time, since at least two people are
endorsing the motion.

. The chair callsfor discussion of the motion. Thisensuresthat all
persons wanting to speak on the issues have an opportunity to do
so and motions are not rushed through to a vote.

. The chair ggnifiesthat the motion carries. Following the vote, the
chair formally announces that the motion either carries (is
approved) or fails, so that the meeting minutes can record the
action on the floor correctly.

. Recording abstentions is a means for a member deliberately not to
vote on an issue and have it recorded as such.

. Tabling is putting issues or discussons asde until alater time
without voting on them. This keeps the issue before the board so
that it is not forgotten. Tabled items are automatically included as
“old business”

Whatever process is used to conduct meetings, those procedures should be the
result of a conscious decison and taught to all members so that no one is hestant
to participate in the meeting because of not knowing the procedures. When board
members are inexperienced with board participation, keeping the rules smple and
informal reduces a Sgnificant barrier to their participation. For example, using
language such as“ | move. . .” rather than “| recommend . . .” isnot naturd. Itis
not how people normally talk and can represent a barrier to some members
participation in the process.

Consequently, the board should examine its procedures, or a newly formed board
should develop procedures that meet the following criteria

. Are easly understood by the least experienced board member and
are perceived by al membersto be fair.
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. Represent a natura exchange among board members and maintain

order during mestings.

. K eegp meetings from bogging down in unproductive discussions,
rhetoric, or repetition.

. Ensure a clear understanding about what decisions are made or
board actions taken.

. Protect members from undue pressure or control of the chair.

Tria and error may be the method that leads the board to a set of procedures that
fits the members styles and comfort levels, while keeping meetings efficient and
focused. It islessimportant to follow arigid set of procedures than to have
meetings that encourage interest and participation across board membership.
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CHAPTER 5

OVERSIGHT OF PROJECT WORK AND BOARD
RESOURCES

The primary tools that boards use to carry out their responsibilities for oversight
are reports compiled by staff. However, because of the disparity between board
and staff members’ knowledge of technical project details, staff prepare reports
that are usually only clear to other staff. Board members hesitate to take time
away from a meeting to ask the questions needed to understand the reports,
resulting in their growing dependence on staff interpretations. This situation,
though all too common, impairs the board’s ability to carry out its fiduciary
responsibility and function as the responsible entity for the project.

Eventually, board members may feel uncomfortable with their dependence on
staff. The first time that staff reports reflect an error is usually the beginning of
the breakdown in trust between staff and their board.

A. There Is Work in Creating Useful Reeorts

Good reports promote good relationships between board and staff. A
good report is one that delivers information that board members need in a
Jform they can easily understand.

For staff, this means preparing special reports for the board, not
duplicating reports written for other audiences for other purposes. Staff do
not like the extra work and cannot be expected to know what the board
needs in the way of information. Therefore, it falls upon the board to
institute a process with staff that results in "good" reports.
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When one nonprofit board faced this problem, it assigned two standing
committees—finance and program—the task of compiling a list of
questions that the board would want answered in the staff’s reports to the
board. The finance committee focused on information about what was
spent in terms of categories of expenditures that it felt needed to be
watched closely—equipment purchases and other items left to the
discretion of staff. This committee was less interested in detailed accounts
of fixed costs—rent, utilities, staff salaries—once these were initially
approved. It also wanted projections on future expenditures by quarter and
running balances. The subsequent report was one page and easy to
compile and follow.

The program committee wanted a fairly complex account of participants
served, service provided, and the cost of and benefits derived from each
service. Although this sounded simple, the project’s Management
Information System (MIS) was not configured to give information about
cost and benefits of each service—only cumulative effects of all services.
The difficulty was resolved by hiring a consultant to conduct an evaluation
of the relative costs and merit of each service component.

The Different Roles of Board Members and Staff in Designing
Useful Reports

The board must determine what questions it wants answered, not how the
reports should read. A logical starting point is to focus reports on the
predetermined project objectives. It is the staff’s job to find the most
efficient method and format for compiling reports to answer questions
about the attainment of project objectives. When board members who
have little understanding of the MIS and other reporting burdens on staff
are too prescriptive about the content and format of the reports, they create
unnecessary work for staff and potential resentment.

When staffers provide reports that are overwhelming in their complexity
and detail—e.g., a copy of a spreadsheet with acronym labels and
numerical codes—they are disregarding the board’s need for clear
information to help inform their project oversight. When financial reports
fail to flag carryover funds, represent cash expenditures, or use a different
fiscal year than the board is accustomed to, they obscure the organization’s
financial picture.

Trial and Error

It may take several attempts before board and staff are able to create a
report that adequately informs the board. First, the board may find that its
first set of questions is not sufficient. Second, staffers may find that their
MIS must be revised to produce the information needed. Where
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Government grants are involved, there is frequently a conflict between the
board’s fiscal year, for which the accounting system is designed, and the
grant period. It is not an easy task to reconcile accounting rules that may
use different cost-classification schemes (how an expenditure is
catalogued within the budget), different or overlapping timeframes, and
different rules for tracking obligated costs (purchases made but not paid).

Initiating a dialogue between board and staff where each respects the
other’s issues is the first step. Micromanaging highly technical work will
not get the board where it wants to be, just as failing to communicate
clearly the status of the project and its funds deprives the staff of board
members’ support when their help is needed to address the inevitable
problem. Board members will not be sufficiently informed to understand
the dilemma or to offer assistance or sympathy.

B. What TxBes of ReEorts Should Be Given to the Board?

This question seems to create more problems between board members and
their staff than it should. The following 1s a broad framework for
developing reports essential for boards to meet their oversight obligations.
A governing board has many responsibilities, but we are dealing only with
those involving reports about board projects. Responsibilities associated
with project work are the following:

. Budget and finance—Boards are responsible for bringing adequate
resources to the project and expending resources in the most
effective way to achieve project objectives. Boards are also
accountable for all funds assigned to the project and compliance
with any and all requirements attached to the use of funds secured
for the project. Requirements associated with grants, contracts,
individual donations, or other types of fund raising must be
honored.

. Project effectiveness—Boards are responsible for evaluating the
effectiveness and quality of project work and outcomes, to ensure
that the project will accomplish (or contribute to accomplishment)
of the organization’s mission, goals, and vision.

. Planning—Boards must plan projects that achieve the
organization’s mission, goals, and vision.

. Compliance with legal requirements associated with project
work—These may relate to safe food handling, child labor laws,
equal employment opportunities, working conditions, vehicle
inspections, etc. Boards generally adopt policies that prescribe a
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framework for implementing procedures that meet general legal
requirements associated with project work.

The following table associates each of these four responsibilities with the
content of a report. Format and organization are not addressed here.
Report format is a function of the project’s MIS, where the information is
located, and what is easiest for staff to compile. Whether the information
described below is organized into one or multiple reports is usually a
matter of which staffers are associated with the data sources. We assume
at least two types of reports: financial and other. Following the table, we
discuss the report content in greater detail.

Budget and finance

1. Are we spending
according to plan?

2. De we have enough
money?

3. Are we accounting for
expenditures correctly?

4. Are all our costs
reasonable and
necessary?

Comparison of planned
and actual expenditures
from accounting at
regular intervals but no
less than quarterly.

Project costs projected by
staff and compared to
unspent budget.

Audit once a year by
independent auditor.

Annual review of
randomly selected
invoices if purchases are
made without board
approval.

Project effectiveness

1. What has the project
accomplished to date?

2. Will the project
achieve our mission or
strategic goals?

Compilation of outcomes,
along with narrative
explaining variances from
project plan.

Outcomes projected to
completion of project,
with a narrative
explaining their relevancy
to mission and strategic
goals.
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Planning

1. What changes must be
made in our projects to
better achieve our
mission and strategic
goals?

2. What new projects are
needed to achieve our
mission?

Evaluation of project
processes and their
impact on outcomes.
Results of trouble-
shooting project and
customer satisfaction
surveys. Staff
recommendations for
improvements.

Estimate of costs for
alternative solutions to
problems.

Compliance with legal
requirements

1. Are project agents
complying with all
applicable legal
requirements?

Annual review of board
policies governing legal
requiremnents, grant
requirements etc., by
either board members or
independent party. Staff
report that documents’
legal requirements are
being met.

Budget and Finance

As can be seen from the table, financial topics dominate the list of reports
needed to help boards meet their oversight responsibility. As the fiduciary
agent for funds raised for the project, the board risks its reputation and its
future as a fundraiser when there is even the appearance of impropricty.
Even questions about the appropriate use of project funds can damage the
board’s ability to raise money and maintain public confidence. Each board
member’s personal reputation is also at risk when there is gossip about
board funds and expenditures. Consequently, oversight of project
expenditures usually has a high priority.

When? Once a Year or Every Month?

The table suggests that two key questions be addressed by regular reports,
while two others can be covered in some form of annual review. Boards
should monitor on an ongoing basis how much money is being spent to
anticipate any shortfalls. This is done by comparing actual expenditures to
the budget plan and/or projection of future expenses to establish a realistic
assessment of project costs. Such comparisons let the board know
whether cost assumptions expressed in the budget are valid—a useful
planning too! for future projects—and whether they should modify project
work to fit better the money available or raise more money. The latter two
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questions need to be answered as soon as possible; hence, a monthly report
is typical.

When funding sources set limitations or restrictions on particular cost
categories (e.g., staff salaries), the report should be orgamzed by cost
categories to alert the board to situations where it may exceed such limits.

Some boards want cost information by line items as a means for
monitoring particularly sensitive costs, such as staff travel or purchase of
equipment. In those instances, the board is going beyond asking key
questions to monitoring staff compliance with board policies or board-
imposed limits on staff discretion.

The more detail reports contain, the more time it will take for board
members to read and interpret them. Exhibit 4 is a suggested financial
report that addresses key questions and allows board members also to
monitor whether costs are reasonable and necessary.

In this example, the boldfaced items represent cost categories, and items
listed under each cost category represent particular line-item expenditures
falling within the category. An organizational scheme such as this one
helps the board classify costs in clusters, total each cluster, and compare
totals to visualize spending patterns quickly. Since staff salaries are
constant from month to month in this example, there is little need for a
more detailed breakout. If this is not the case, such as when temporary
labor or consultants are used extensively, the board may also want to see a
more detailed presentation of personnel costs. The general rule of thumb
is that financial reports are detailed in those cost categories where the
board feels the greatest need to exercise oversight.

If the board sees no need to review spending patterns, the form can be
collapsed into the items enclosed in the box—monthly expenditures,
cumulative to date, percentage of plan represented by cumulative costs,
cost to complete, and the total of costs to complete and cumulative costs.
The usefulness of each column is explained below.

Monthly obligations: Monthly obligations' tell the board about the rate
of spending. Monthly spending rates should correspond to the level of
activity. If activity levels are constant, spending levels should be, too. If
there is a variance between the two, an explanation is called for.

' Obligations refer to costs incurred even if they have not been paid. Even if obligated
costs must be estimated, they are more useful for board oversight purposes than are
expenditures.
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Exhibit 4
Sample Financial Report

Project Eggplant
Financial Statement for Month

A B C

Monthly Obligations Cumulative % of Plan Costs to complete A+B
Totals: $ $ $ $

Personnel Costs
Totals: $ 3 $ $
Salaries
Fringe benefits
Travel
Local
Out-of-town
Bonus

Space Costs
Totals: $ $ $ ]
Building lease
Utilities
Security
Maintenance

& cleaning
Furnishings
Other materials

& supplies
Telephone toll

charges

Equipment
Totals: 5 $ 3 5
Office equipment
Photocopy lease
PCs
Printers
Typewriter

Project
equipment

8 passenger van

PCs

Printers

10 fielders’ mitts

6 baseball bats

Consumable supplies
Totals: $ 5 $ $
Office use
Project use

Technical Assistance Guide



Cumulative to date: This column is the total of this month’s and all past
months’ expenditures, equalling all costs incurred through the current
reporting period. This is sometimes called the "running total.” The
difference between the cumulative amount to date and the total budgeted is
the amount left to complete the project.

Percentage of plan: This column tells board members how actual
spending experience compares to the budget plan. A quick scan down this
column identifies cost categories and line items that vary from what was
anticipated when the budget was developed. This is useful for testing the
board’s assumptions about what items would cost and how funds should
be distributed. It also flags areas that are likely to lead to an unbalanced
budget if a change in project work is not adopted.

Costs to complete: This is an estimate of what it will cost to complete the
project if there is no change in the current operational plan. The cost-to-
complete column is more accurate than the original budget plan because it
reflects the insights derived from having tested many or all of the cost
assumptions. The further along the project is, the more accurate the
estimates should be. If each reporting period is the same in terms of level
of activity and expenditures, this column is not needed.

A + B: The final column combines cumulative costs with the estimated
cost to complete, telling the board how much money is needed to complete
the project if no changes are made in the current operational plan. If this
sum is greater than the funds available to the project, a serious problem is
identified. Without the budget detail, it would be difficult for the board to
see what particular category of costs or expenditures might account for the
overspending—thus the advantage of some level of detail.

What Financial Reports Will and Will Not Do

Financial reports are not intended to answer "why" questions but to flag
anomalies that trigger appropriate questions from the board. "Why are we
spending much less on personnel that we planned?" is as good a question
as "Why are our personnel costs so much higher than we budgeted?”
Answers to such questions allow the board to judge the quality of the
project’s management, accounting system, and reporting information.
This is the essence of board oversight—the ability to supervise and direct
without becoming mired in operational details.

Reports on Project Effectiveness

Reports that inform boards about the effectiveness of the project are
another key oversight tool. These reports are completely dependent on the
nature of the work or activities represented by the project and the
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relationship between these activities and the board’s mission and its goals.
Unlike financial reports, there are no assumptions about what information
should make up the content of such reports.

Project Effectiveness Can Be Presented in Two Ways

Generally, there are two methods for developing reports on project
effectiveness. One is a simple narrative by the appropriate staff
person—the one most knowledgeable or in charge of the activity. Usually
this is the project manager. The narrative report is a qualitative summary
of what the project has accomplished during the reporting period and the
year to date. The narrative should be written to simplify the recording of
meeting minutes and give board members information they can reflect on
before or following the meeting. An oral presentation about the substance

of the report is usually a means for expanding or clarifying the report.

The second type of report is a quantitative account of events that are
measures of progress toward project objectives and mission goals. This is
a numerical report that typically relies on a standardized format for
presenting information, so that reports can be compared over time or
across projects where appropriate.

Project Activities to Project Outcomes to the Board’s Mission

To inform the board about project effectiveness, both types of reports must
draw a connection between project activities, interim project objectives or
milestones, project outcomes, and the board’s vision, mission and goals.
The following table demonstrates common shortcomings in reports
intended to describe project effectiveness.

Describes activities and
project results or
outcomes.

Connection between
activities and results is
unknown—board cannot
determine what project
adjustments would
improve effectiveness.

Each activity is associated
with a result so that report
is organized around
components of the
projects that represent key
activities.

Results are described in
different terms in each
report.

Without standardized
definitions of results,
board cannot make
comparisons among
reports to measure
progress.

Results are defined in
terms that can be used
consistently for all
reports. These are
"measures” of activity or
component effectiveness.

Measures of effectiveness
are unrelated to board’s
vision, mission, or goals.

Board cannot determine
whether the project

contributes to its mission.

Measures of effectiveness
are linked to board’s
mission through project
outcomes.
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Getting From “Activities” to “Mission”

As can be seen by the table, either type of report must establish a causal
chain or relationship between measures of project effectiveness, project
outcomes, and the board’s mission or goals. The chain may be visualized
by the following steps:

Step One: Define Key Activities and the Purpose Each
Serves

The first step to designing a good report is to determine which key project
activities will represent components for reporting purposes. A component
is an integral element of the project that has a distinctive function or
purpose. For example, outreach or recruitment of members or program
participants is a typical component of many community projects. Itis a
subdivision of the project that has a specific function—it brings people to
the project—that is different from the rest of the project’s subdivisions.
Consequently, its effectiveness can be measured in terms of its objectives.
Every project can be broken down into describable components, each of
which has a particular purpose.

Step Two: Measure How Well Each Activity Accomplishes Its
Purpose

The second step is to determine measures of effectiveness for each
component, based on its purpose. Returning to our example of the
outreach component, its purpose is to bring appropriate people to the
project; therefore, its effectiveness can be determined by the number of
people brought in characteristics of the people recruited, and even the
percentage of people recruited who participate or not. These measures of
effectiveness can be defined and quantified, which makes reports on this
component easy to compile.

Step Three: Determine the Relationship Between Activity
Measures and Project Outcomes

The third step is to link the measures of effectiveness to desirable project
outcomes or milestones. What is the relationship between effectiveness
measures for each component and the project’s intended outcomes? For
instance, effectiveness of the outreach component may be positively
correlated to project outcomes up to a point. Once the project has the
optimal number of members or participants, further outreach may not
contribute to project outcomes. Understanding these relationships helps
the board and staff adjust each component as needed to produce the
desired outcomes without wasting resources. This information may also
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identify components that should be eliminated or expanded because of
their impact on project outcomes.

Step Four: Determine the Relationship Between Project
Outcomes and the Mission

The fourth step is to link project outcomes to the board’s mission and
goals. All too often, boards support projects that make little or no
contribution to their mission. This happens when project outcomes are
found not to have any desirable effect on the community problem, as was
assumed when the project was initiated. Eventually, boards drift into
supporting projects because they are popular, are easily fundable, or
provide a reason for staff to work and boards to meet. At this point, the
board has digressed from its original mission and goals.

Avoiding this pitfall requires: (1) reports that continually apprise board
members of how projects relate to their mission, (2) periodic evaluation of
their progress and work as a board, and (3) reminders of their mission.

Reports To Aid Board Planning

Although all reports support the planning function of the board to some
extent, some are specific to planning that the board may require. In many
instances, project reports will not provide sufficient information for
planning new projects or even altering existing ones that are not effective.
To move forward with new or improved projects, boards need information
from a variety of knowledgeable sources.

Planning information reaches beyond the board’s project experience to
answer the question, "What new activity would improve on our current
efforts to achieve our mission or goals?" The new activity might replace
or add to an existing one. Periodic reports from staff and/or project
participants offer valuable ideas for new activities.

Customer Satisfaction Surveys

Customer satisfaction surveys gather information from project participants
that may suggest new activities or changes in existing activities. Customer
satisfaction surveys are now common in business and are finding greater
use in Federal agencies as well. The assumption behind these surveys is
that the board’s mission is best achieved when project participants are
satisfied. This assumption should be tested before boards take action
based on customers’ satisfaction. Keep in mind that a customer’s
satisfaction is the result of expectations compared to reality. Where
expectations are high, satisfaction tends to be lower than when
expectations are low or nonexistent.
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Customer satisfaction surveys can be a simple matter of staff asking a few
questions as project participants are leaving an activity, giving them a
form to complete, or mailing them a postcard to complete and mail. Each
survey approach has good and bad features. There are several excellent
guides on how customer satisfaction surveys can be conducted and how
information from them can be used to improve or inform project work.
Voice of the Customer, written under the auspices of the U.S. Department
of Labor (DOL), is an easy-to-read manual that explains the value and
limitations of customer surveys. It also offers examples of survey forms.

Staff as a Source of Planning Information

Staff input represents a knowledgeable source that is also sufficiently close
to project participants to represent their perspectives as well. Planning
retreats that mix board members and staff into well-focused teams
produces excellent results. Staff input can be captured in a number of
ways, including suggestion boxes (which have the advantage of
anonymity), staff work-group studies and recommendations compiled into
periodic reports, or staff presentations to boards or board committees.

Reports That Document Compliance With Legal Requirements

Some boards want to be assured that all legal requirements for the project
are being met. Legal requirements are usually a function of the type of
work undertaken by the project. For example, if the project called for the
operation of a child-care center, legal requirements would be those that the
State or local governments impose on operators of these centers. School-
to-work projects that arrange work experience for youth must comply
with State child-labor laws.

Boards usually delegate responsibility for complying with such legal
requirements to the staff, particularly the project manager. If they want
assurance that the staff is meeting all applicable legal requirements, they
may either monitor the project once a year through the appropriate board
committee or ask for periodic reports from the staff showing compliance
with all laws. Such reports contain a list of the laws and a method for
indicating that staffers are aware of and complying with them.

Getting together a list of applicable laws—and regulations when
Government grants are involved—is a good housekeeping chore for project
managers. A good method for indicating that staff members are
complying with each requirement is to provide a list of relevant laws and
regulations that is signed by the project manager or relevant staff member
and returned to the board once a year.
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The value of such a report is that it documents that the board has taken
appropriate measures to ensure compliance with applicable laws. This
evidence could be important should questions arise as to board culpability
and liability in the event that staffers fail to comply with some requirement
and legal action ensues.

A. Third-Party Experts

There are times when the cost of securing an outside expert makes sense.
One such occasion is when special expertise is required that is not
normally found either on the board or among the staff. The other occasion
is when an independent, objective viewpoint is valued—either to provide a
fresh perspective or to validate the subjective opinions of staff, board
members, or clients.

The following examples are situations where both situations exist: a need
for special skills and an independent, objective opinion.

Process Evaluations

Process evaluations can generate excellent information for planning new
activities or projects. Process evaluations can be thought of as extensions
of routine reports on project effectiveness. Typically, process evaluations
discern the relationships between and among processes and outcomes.
Whereas, effectiveness evaluations make assumptions about these
relationships and collect information to assess them, process evaluations
do not necessarily require any preconceived notions about relationships
between processes and outcomes. Also, process evaluations done by
experts external to the project bring a different perspective and new "eyes"
to the same data. That combination of new perspective and different
background can lead to breakthrough insights into project modifications
and planning scenarios.

What Questions Do You Want Answered?

A good evaluation is one that answers the study questions with an
acceptable level of confidence. Before engaging an external consultant,
boards should be clear about the questions they want answered.
Obviously, a board would not want to spend money to answer questions
that can be answered by staff; thus, it is important to have in place a good
reporting system.
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With the board’s study questions in hand, an external consultant should be
able to explain to the board, prior to being engaged, what data collection
process will be used, how collected data will be analyzed, and the content
of the subsequent report. This discussion of the evaluator’s approach is
subject to board review and modification to ensure that (1) collection of
data for the evaluation does not impair the operation of the project or
impose unnecessary hardship on staff or project participants, and (2) the
report adequately answers the study questions and the evaluator’s time is
used efficiently.

Boards can achieve an independent process evaluation of a project such as
a one-stop career center for about $5,000 to 10,000 in consultant fees. The
resulting report, coupled with ongoing information about the project,
should be sufficient to plan a new project or modify the existing one, with
a high level of confidence about the success of the project.

Audits

The ability of the staff to answer board questions raised by financial
reports is a good indicator of the adequacy of the accounting system,
however, it is no indicator of the accuracy and integrity of the accounting
system.

To learn if the accounting system is accurately accounting for funds spent
and is reasonably secure from abuse, an audit performed by a certified
public accountant (CPA) is needed. A CPA examines the accounting
system to make sure that it complies with "Generally Accepted
Accounting Principles" (GAAP). Beyond this, the auditor must be
instructed by the board to apply particular criteria—i.e., all audits are not
equal. If the board wants to make sure that its accounting system meets
the requirements of a particular Federal agency, the auditor must know
what the Federal agency’s standards and criteria are. These vary widely.

Even if the only standards at issue are the board’s, the board must
establish what they are. For example, the board may require that at least
two parties sign every check, that no funds be disbursed except by check,
that employees must sign for their paychecks, etc. Such policies become
standards by which the CPA audits the accounting system.

Many boards copy the accounting standards set by well-established
organizations or their State or local government. Others choose to start
with these and make modifications that simplify them. In either event,
each board should realize that an auditor compares the accounting system
to the GAAP and any standards or criteria contained in his or her
instructions. Without any directions, a "good" audit may simply mean that
the board’s accountant follows the GAAP. This certainly would not
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satisfy most Federal, State or local Government agencies and may not
provide the degree of assurance that would make boards confident that
their accounting system incorporates reasonable guarantees against fraud
and abuse.

Independent Compliance Review

DOL grants that provide Section 402 funds to support programs serving
migrant and seasonal farmworkers have many rules about how grant
money may be spent, services provided, and programs administered. The
board has the moral and legal responsibility to make sure that these rules
are observed. Tt is the board, not the executive director and other staff,
that is most accountable to the Federal agency providing funding.

Failure to comply with the Section 402 grant requirements can result in the
grant being terminated, which also jeopardizes the board’s ability to secure
funds from all Federal agencies. Losing a Federal grant because of failure
to comply with grant requirements, especially when money is involved,
has serious ramifications for the board’s public image and ability to raise
money to support its mission.

Monitoring for compliance with a Federal grant 1s a highly specialized and
technical process that board members are unlikely to be able to do
themselves. It also requires time that most board members do not have.
However, there are a number of consultants available who can conduct
such reviews. Just as an independent audit of the accounting system is a
routine procedure among nonprofit corporations, engaging a specialist to
review for compliance to grant requirements can be just as important a
safeguard. In both cases, independent experts evaluate key systems that
ensure the integrity of the board and its organization as Federal grantees.

The compliance monitor would compare the stipulations in the grant,
including the applicable laws, regulations and OMB Circulars, to the
program administration and operations. Where exceptions are observed,
the consultant would recommend changes to bring the board into
compliance. At a minimum, the consultant would identify areas needing
the attention of the board. The board can request technical assistance from
DOL or direct staff to implement recommendations for correcting
problems in compliance.

The importance of independent compliance reviews is increased in
relationship to the number of Federal grants implemented by the board.
Since many of the Federal grant requirements are similar across Federal
agencies, independent compliance reviews allow the board to correct
compliance problems before they come to the Federal agencies’ attention.
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Thus, one compliance review can prevent problems across several Federal
grants.

B. DeBartment of Labor or Other Grantors

In addition to collecting information within the framework of the reports
described above, governing boards can make periodic contact with grantor
Federal representatives. Contacts should be made openly with the
knowledge and participation of the chief executive. On-site visits by the
Federal representative, meetings or conferences, and telephone calls are
occasions for keeping the board apprised of issues. The board then has the
option of taking action to prevent problems, learn more about potentially
risky situations, and generally monitor the tenor of its relationship with the
Federal grantor.
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CHAPTER 6

ACQUIRING RESOURCES IN A NEW ENVIRONMENT

SUMMARY

The current trend among Federal, corporate, and foundation agencies is to support integrated
community collaborations. Termed systems building, this strategy for resource alocation
seeks to create sustainable systems of services rather than add categorical programs to an
aready cumbersome community menu.

This trend has important implications for Section 402 grantees. First, they will need to look
closer to home rather than Washington, D.C. to find resources. Second, they will have to form
partnerships with community organizations, school systems, welfare reform projects, local
workforce development boards, and other agencies with which they may have had little or no
experience. Third, they may have to look beyond Government sources to find resources to
fulfill their missions.

Acquiring resources today, and into the 21 < century, will require a new kind of strategic
planning involving partnerships and collaborative ventures. Few programs will be able to
survive as self-contained, autonomous operations. Sharing resources and building systems
that connect with other programs and services are part of this new trend. The challenge faced
by 402 grantees face is integrating the work they do within alarger systems framework.

|I. New Funding Streams and Strategies .

The standard list of Federal agencies that have been the primary sources of funds
for 402 granteesis being replaced by more localized resource lists. Presented here
are some of the most likely sources of local funding, but these will vary by area.
Your challenge isto think of potential resourcesin a broader framework of
partnerships and collaborations. What are the mutua benefits that can be created?
How can your board establish the kind of reciprocal relationships with other
organizations that lead to partnering in a“win-win” Stuation?

A. State Block Grants

Block-grant funding as it relates to employment and training is probably

1 to 1% years away from being implemented. The importance of this
change, however, should not be minimized, and boards should begin
looking at how it will alter the funding landscape. This meansthat boards
need to congder what new relationships must be cultivated to bein line for
receiving benefits from future block-grant funding. For instance, what new
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partnerships can be developed with local education agencies, job-training
providers, Government agencies, or local businesses to become linked to
potential recipients of block-grant funds?

There has been consderable discusson about the possibility that the U.S.
Congress will approve State block-grant funding in several different areas.

For example:

. In November 1997, block-grant funding was passed by the
Senate for elementary and secondary education programs to
go to loca education agencies. This measure now needs to
be passed by the House of Representatives, but it has been
dalled in conference.

. The Careers Act, which pertainsto Job Training Partnership

Act (JTPA) block-grant funding, was not passed during the
last session of Congress and will probably not be consdered
again until sometime thisyear. However, it appears that
some form of block-grant funding will be approved for
education and job training in the foreseeable future. When
this occurs, it will give States greater flexibility in how funds
will be handled at the local level. In anticipation of block-
grant funding, States have already reconfigured service
areas and established Workforce Development Boards
shifting power for local decisonmaking to new entities.

Section 402 boards need to track this legidative process to understand how
it will affect locd digtribution of funds, what flexibility it will allow to

States in terms of regulations and requirements, and how it will impact
accessihility of fundsfor local projects. When enacted, block-grant funds
will be digtributed to local States; they will then determine which State
agencies, loca adminigrative entities, or even private-sector organizations
will be selected to administer these funds. States will be given generd
discretion in setting loca regulations and requirements for these funds.

The Governor’s office will be the first point of contact for boardsto learn
what State policies and regulations will apply to these local block grants.

B. Empowerment Zones and Enterprise Communities
__________________________________________________________________________________________________________|]

The Clinton Adminigtration has pushed an agenda to revitdize
economically depressed communities by providing comprehensive funding
schemes to address multiple development needs. Empowerment zones are
designated urban and rural areas that match criteria set forth by HUD.
These criteriainclude high poverty levels, unemployment, and crime rates,
substandard education; and a lack of adequate infrastructures for basic
services and economic growth. Magjor grants of $100 million or more over
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a 10-year period have been awarded to support comprehensive strategies
for eradicating problems within these designated zones. Enterprise
communities congtitute a second tier of awards (somewhat smaller) granted
to communities that partially matched the HUD criteria but did not qualify
as one of the limited number of empowerment zones.

The “Empowerment Zone and Enterprise Community” approach is
designed to create synergy for change in communities and is based on
activity in four principa areas established by HUD: (1) economic
opportunity, (2) sustainable community development, (3) community-based
partnerships, and (4) strategic vison for change. Thefirg priority isthe
creation of economic opportunities that include jobs and work for all
resdents. To accomplish this priority, attention must be given to job
creation within the community and throughout the region, to provide a
foundation on which resdents can become economicaly salf-sufficient and
communities can revitaize themselves. Job creation includes opportunities
for entrepreneurid initiatives, small business expansion, and training for
jobs that offer upward mobility.

Economic opportunity, created through economic development, can only
be successful when it is part of a coordinated and comprehensive strategy
that includes physical as well as human development. This broader strategy
is identified as “ sustainable community development” including activities
that lead to or support safe Streets, clean air and water, secure housing,
accessible human services, and lifelong learning. The HUD initiative seeks
to empower communities by supporting plans that coordinate economic,
physcal, environmenta, community, and human development.

Section 402 boards should consider how to become community-based
partners in empowerment zone and enterprise community initiatives,
especidly in areas where former migrant and seasona farmworkers have
permanently settled. Empowerment zones and enterprise communities
emphasize codlitions composed of community residents, resdent
associations, businesses, religious partners, nonprofit organizations,
Government agencies, and other stakeholders.

C. One-Stop Centers and Other Integrated Community-

Service Systems
________________________________________________________________________________________________________|]

Another development in recent years that 402 boards need to study is
related to the Clinton-Gore concept of “reinventing Government.” A
major initiative has been launched to integrate Government and community
services to create a “ customer-friendly” service environment for loca
community residents. Rather than having to go from agency to agency to
access sarvices, resdents are increasingly able to obtain multiple services in
new “one-stop centers.”
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For ingtance, representatives of human services, hedlth, employment, job
training, and other government/community services are being housed in a
gngle location. Intake systems are being integrated so that service
recipients are required to fill out only one form used by al service agencies.
This sgnificantly smplifies the process of applying for and receiving
various Government and community services.

Integrated community-service systems are beginning to develop “ unified
case management” that reduces paperwork and duplication of efforts on
the part of service agencies, and that provides a better management system
for delivering and tracking services. These kinds of changes aso require
agencies and service providers to work more closely in partnership
arrangements that benefit the public. For example, “one-stop capital
shops’ have been created to bring together financia ingtitutions, small
business bureaus, entrepreneuria programs, educational inditutions, and
others to support economic development in local communities.

Section 402 boards need to understand the impact that one-stop centers
and integrated community services have on the ways they conduct board
business. Strategic plans should reflect the new possibilities these
developments offer for achieving goals such as cregting greater accessibility
of servicesfor community members. Boards can become working partners
with local one-stop centers to help coordinate recruitment and other
initiatives related to the migrant and seasonal farmworker community.

D. Education Resources

Boards should be aware of a number of education resources available at the
local level for serving the migrant and seasonal farmworker community.
Public schools and postsecondary ingtitutions receive Federa funds that
require States to serve al population segments within their jurisdiction. It

is desirable to track programs based on these funding sources to ensure

that the community is receiving its full benefit. A few of the most

important funding sources and initiatives are listed below.

. Title! (Federa Aid for Math and Reading) digtributes
approximately $7.5 hillion to States according to population
and demographic characterigtics. Subgrants are alocated to
States to serve migrant and seasonal farmworkers under
Title I-Migrant funds.

. Goals 2000 (a Federd initiative for improving education
dandards) involves States in strategic planning and
evaluation to find ways to ensure that al communities are
brought up to high standards with methods for improved
student performance.
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. School-To-Work Opportunities Act has established
programs in every State to promote partnerships between
schools and employers that build opportunities for students
to participate in career exploration and employment
development while they are till in school.

. Title VII (bilingual education) assists students who come to
school speaking a dominant language other than English.

. Adult Education and ESL (English asa Second
Language) are programs to provide aternative education
courses to assst students (both youth and adults) in
acquiring basic kills for academic success.

. Project TRIO and Upward Bound are higher education
programs designed to assist Sudents who require additional
academic skills to become successful in college and other
post secondary programs.

. Charter Schools, created through Title X of the Improving
America Schools Act, received amost $51 million in 1997,
and President Clinton has requested an increase to $100
million for fiscal year 1998. Charter schools create an
alternative form of public schooling, designed to give
sgnificant autonomy to individua schools and, in turn, to
hold those schools accountable for results. A charter is
esentially a contract between individuals starting the school
and the official body authorized to approve the charter.
State law determines who can receive a charter, entities that
can approve/grant a charter, procedures for applying, the
number of charter schools permitted, the duration of
charters, fiscal and legal autonomy, and other accountability
factors. Charter school laws vary sgnificantly from State to
State, creating very different landscapes for charter school
development.

Charter schools provide laboratories for educational
experimentation tailored to the particular circumstances of
local communities. Preliminary findings indicate that haf of
the charter schools operating during 1994 and 1995 served
at-risk youth.

Information regarding the above programs and funding sources can be
obtained from State education agencies, Governors offices, public schools,
and local colleges and universties. It isagood ideato chart graphically
what programs exist in your area, what regulations and requirements apply
to each program, and the numbers of individuals who benefit. This kind of
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information can be used for tracking opportunities for community members
as well as advocacy initiatives.

Tracking information can aso be useful in exploring potential partnerships
with educationa ingtitutions and nonprofit organizations that may qualify
for funding. Boards can become involved in helping to coordinate other
services to support student participation in education programs, including
health services, child care, transportation, socia services, employment
services, and so on.

E. Foundations and Endowments

Foundations and endowments are active supporters of initiativesin
education, business development, environmental protection, humanitarian
aid, and many other socialy beneficia activities. 1t has become more
prevaent in recent years for foundations and endowmentsto invest in
programs that involve partnerships and multiple stakeholders, to ensure a
greater probability of success and to get a better return for dollars invested.
Just asthe initiative for “reinventing Government” hopes to create greater
efficiency and productivity for dollars invested in Government/community
services, so do the efforts of foundations and endowments. Therefore,
individual programs have moved toward forming partnerships that can
serve to leverage funding from these sources. Being part of an integrated
system helps programs to work more efficiently in providing key services
within alarger community context.

Section 402 boards should consder what kinds of partnerships make sense
within this context. If you are interested in business development within
the migrant and seasona farmworker community, for example, how can
this goal be pursued through a partnership with organizations representing
other communities? The same can be said for education or other issues the
board wishes to pursue. Chances for receiving foundation or endowment
support will increase in proportion to the collaboration involved.

Suppose a board isinterested in finding ways to support career
development for migrants that capitalize on skills already exigting in the
migrant community. Many migrants have gained abilities in auto mechanics
due to the need they have to repair their vehicles. They have aso gained
skillsin carpentry, plumbing, and electrician work, but they have no
certification for these skills that will get them employment. How can the
402 board convince local car dedlerships or industrial trades organizations
to hire migrant workers? Firgt, some kind of partnership will be necessary
to work toward dternative skills certification that will be acceptable to
hiring organizations. If severd partners, including hiring employers, put
together a proposal for a special certification program, a stronger argument
would exigt for foundation involvement.
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Il. Fundraising Options and Responsibilities

A. Preliminary Considerations

There are three important aspects of fundraising that are not related to
direct activities of raisng money.

. Being a Guardian of the Public Trust—Fundraising,
whether it amounts to money or donations of goods and
services (in-kind contributions), places the nonprofit
organization’s board of directorsin the role of the caretaker
of specific resources, usualy given under specific rules and
as amatter of public trust. The rules or conditions under
which the resources were given must be followed according
to the exact requirements stated. If the board raises money
a an event for a building fund, then al money collected at
the event must be used for the building fund. Likewise, if
the board is administering a Federd grant, the board must
follow the Federal agency’ s rules and regulations that
determine how the money can be spent. Needlessto say,
your accounting system should meet generally acceptable
accounting standards, that are covered in the Office of
Management and Budget (OMB) Circular A-122, “Cost
Principles for Nonprofit Organizations.”

. Complying With Governing Laws and Statutes—
Raising money requires the board to comply with State and
local laws governing solicitation of funds from the public.
The Internal Revenue Service also has rules about activities
appropriate for nonprofits. In addition, Federa grants have
rules about the use of grant fundsto raise money for the
grantee.

. Observing Cost Restrictions—The cost of raising funds
(i.e., the money expended to raise money), should never
exceed the amount raised. Some States set limits of 25 to
50 percent for fundraising overhead. This overhead is both
alega and ethical issue for nonprofits. Givers want to
know what percentage of their donation is actually used for
the organization’ s work, rather than paying for salaries and
fees of consultants and contractors employed to raise
money.
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B. Grant Applications to Federal and Other Government

Agencies
________________________________________________________________________________________________________|]

Government grant applications can be “unsolicited” or, more typically, in
response to aformal request, usually known as a Solicitation for Grant
Awards (SGA) or a Request for Proposals (RFP). Unsolicited grants are
sometimes awarded under specia circumstances when an organization has
successfully marketed an idea or service to a Government agency. These
are idiosyncratic events for which there are no particular strategies and,
therefore, will not be discussed here. SGAs and RFPs—infamous for their
forms and requirements for detailed information—do follow standard
procedures. This section offers advice on raising money by responding to
SGAs and RFPs.

. Identifying SGAs and RFPs—SGAs and RFPs must be
advertised to the public, but the advertissment media are not
usualy ordinary newspapers or publications. Notices of
Federa grants are published in the Federal Register, made
avallable by State agencies. State and loca grants will be
advertised as well, or they will be mailed automatically to a
predetermined mailing list. The Internet, at the address
Wwww.gov.com, is another access point for such
announcements. Public libraries have a Federal and State
document section that can be checked. Learning about
Government grants requires some investigation or continued
contact with agencies likely to offer grants in the areas of
your interest. Keep in mind that Government grants have
deadlines. Finding notices of the solicitation in ample time
to prepare a proposal means that you have to constantly
monitor the above sources.

. Learning What |Is Required—SGAs and RFPs are a
popular form of fundraisng and represent a substantial
source of funds for nonprofit organizations. However, they
usualy require a solid understanding of the laws and
regulations that govern the activity, service, or program
described in the solicitation. In addition, budget formsin
the application packet use a particular definition of costs
categories that may not be synchronized with the board’s
accounting system. Program report requirements may
demand specia knowledge. Consequently, successin
applying for a Government grant is often contingent on
prior experience with the Government agency or hiring
someone with such experience.
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Even this knowledge does not always prepare the proposal
writers to anticipate altogether what the Government is
seeking. Bidders conferences or conversations with
pertinent officials are useful to clarify pointsin the
solicitation or the accompanying regulations.

. M atching Requirement to Gain the Award—Even when
you find a Government grant that addresses your problem,
an SGA/RFP may make assumptions about the solution to a
problem that may not agree with your preferred solutions.
Writing grants, particularly competitive grants, can force a
board into projects that deviate from its misson, or in other
ways are incompatible with the community vison.

A Government grant application usually follows three steps:
(1) ordering the application, (2) completing the forms and
any required narrative, and (3) final negotiations. The last
step only occurs when the formal application has been
judged acceptable for a possible award. Before the grant
award is made, the Government representative may want
changes made in the proposd, including clarifications and/or
additiona information. These find adjusments, if made
satisfactorily, usualy lead to an award. Sometimes the
finaigts in a competitive bid will al enter into negotiations
with only the best offer (or bid) being awarded a grant.

C. Foundation and Corporate Grants

By comparison, applications for grants from private foundations and
corporations are easer to submit. They usually require less paperwork and
red tape. They do not entail specialized knowledge of laws and
regulations. However, they will ingst on compliance to their criteria that
relate to the foundation’s or corporation’ s established approach or misson.
Corporations and foundations generaly operate in a smilar mode for
grants. Olec and Stewart, authors of Foundation Grants Index, estimate
that about 7 percent of the proposals submitted to foundations are funded.
The percentage of direct grants from corporations is aso very low.

Foundation Grants Index provides aligting of available grants through
foundations. They usually prefer a brief written request, sometimesin the
form of aletter, to which they will respond with more specific requests for
information. They may want you to develop a concept paper, if needed. In
addition to describing your organization, the project, and how the
foundation’s money will be used, you must provide documentation of the
legitimacy of your organization—the Federa identification number, date
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and place of incorporation, certification of nonprofit status, and a copy of a
recent financial statement completed by a certified public accountant.

D. Fundraising Events
_______________________________________________________________________________________________________|]

Raising money through the sponsorship of an event is another common
method for fundraising. A dance, golf tournament, show, auction, sale, or
other event that would attract the public is not only a source of revenue for
the board, it is also a good way of making the public aware of the project,
the organization, and its misson. Fundraisers have succeeded in making
people aware and sympathetic with causes even when they did not
participate in the event. A note of caution: Check with State officials to
determine if there are any prohibited fundraisng activities.

Such events raise money from the excess revenues after al costs of the
event are paid. If the excess revenue is thought of as “profit,” the objective
isto sdl items for more money than they cost, and the difference creates
profit for the organization. In order for afundraisng event to make money
for the organization, it must take in more money than it costs. Many a
successful fundraiser fails to make a profit even though the event may be
popular with the public. Thereisthe risk that the fundraiser will lose

money if fewer people attend than anticipated.

For that reason, fundraising events must be planned and implemented by
experienced people who know how to promote and run the event. Experts
known as “fundraisers’ are available to consult with nonprofit
organizations. Sometimes they will work for a contingency fee or
percentage of the net revenues generated by the event. This arrangement
needs to be examined carefully to determine the leve of risk involved.

The adage, “It takes money to make money,” appliesto fundraisng events.
Unless your board can persuade corporations to donate goods or services
to reduce the cost of the event, realizing much money entails consderable
investment of your resources at the risk of high lossesif the event fails.

E. Soliciting Donations
________________________________________________________________________________________________________|]

A relatively safe method for raisng money is through solicitations, either
independently or as part of a group such as United Way or United
Campaign. As an independent effort, telephone (telemarketing) or direct-
mail campaigns are sandard approaches. In both cases, you will need alist
of potential contributors, contact information, and resources to make your
appedl. Also, State and local governments are passing new laws to protect
the public from deceptive practices on the part of solicitors, Any
solicitation, either by mail, telephone, or person to person, probably
requires registration and rules designed to protect the public. Check with
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your digtrict attorney’s office to learn what laws apply to your solicitation
plans.

. Direct Salicitations—Direct solicitation starts with a list of
potential contributors. A customized list can sometimes be
purchased or obtained from another nonprofit with a smilar
congtituency. For example, if your cause relates to natural
resources conservation, you might obtain the list of
contributors from another conservation group on the
assumption that people who contribute to one would
contribute to the other. Be aware of any concerns about
competing for resources that may arise.

The best list is one that you develop from people who have
contributed in the past, attended one of your events, or are
identified by board members. A good place to art isto ask
board members to submit alist of friends, coworkers, and
other people they know. Board members names are used
in conjunction with the apped to their referrals as a means

of gaining entree to the potential contributor. About 5 to
10 percent of solicitations to “friendly” names resultsin
donations. Only about 1 to 2 percent of solicitationsto a
“cold” list results in a donation.

Oncethereisalig, telemarketing can be done by trained
volunteers from home, assuming that the calls are loca ones
at minimal expense. However, getting pledges is not the
same as getting donations. Forms and envelopes to collect
the pledge must be mailed.

. Direct-M ail Campaigns—Most nonprofits find direct-mail
campaigns more feasble. In thisinstance, the message and
how it is presented are critical to the success of the
solicitation. For this reason, celebrities or well-known
figures are often asked to Sgn the letters, thereby making an
endorsement or personalizing the message. If no well-
known person is available, the presentation of your message
can be enhanced by testimonials from beneficiaries or
members of the board. The message and its presentation
are critical and may require the assstance of a professona
writer or graphic artist.
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. Shared Campaigns—Soliciting donations as part of a
larger group of organizationsis usualy more successful
because the members of the campaign share the cost of
promoting and administering the campaign. The best
known shared campaign for donations is United Way.
United Way requires that the nonprofit be well established
in the community with atrack record before it can join the
campaign. In addition, the organization must keep its
adminigrative and fundraising costs to less than 25 percent
of itsincome. A predetermined percentage of any
donations made to the shared campaign is used to defray
United Way’s cost of promoting and administering the
campaign. Furthermore, membership in United Way
restricts the nonprofit board’ sindependent fundraising
options.

F. Sponsorships
_______________________________________________________________________________________________________|]

It is possible to support the entire cost of a project through sponsorships.
Thisis an arrangement whereby sponsors underwrite the cost of the
project, or some portion of the cost, in exchange for recognition.
Recognition is usudly for the purpose of good public relations (although
sponsors can be found who support worthy causes with no other
motivation than to do good). An example of good public relations is the
Ronad MacDonad House for families of hospitalized children, which is
sponsored by the MacDonald’ s fast-food chain. Image building isa
powerful motive for sponsors. The trick isto find a sponsor for whom
your project will represent an improved public image or reinforcement of
one that is aready postive.

Even without the help of luminaries and public figures, your project can
benefit from sponsorships. Just as local businesses sponsor Little League
baseball teams, so might local corporations or community stores and
businesses sponsor portions of your project. Business/corporate sponsors
are viable sources of help in fundraising, space, or money for youth
recreation, prizesfor raffles, home rehabilitation supplies, mentors for gang
members, or the underwriting of training equipment and ingtructorsto train
farmworkers for new jobs.

The downside of sponsorship isthat the links it creates between the
sponsor and the board may not be in the project’s best interest in the long
run. Your affiliation with other corporations is a double-edged sword.

Y ou may go down with the sponsor if its reputation or image is tarnished,
S0 consder character and reputation carefully.
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For this reason, many nonprofits avoid aligning themselves with a
particular political party or organization that has divided the community,
even when they are sympathetic with the other organization’s views. Only
when sding with a controversial sponsor offers overwhelming benefitsis
the risk of dienating sgnificant members of the community worth
congdering as afundraising strategy. If this srategy is selected, it is
important that a board weigh al the costs that may be incurred, as well as
the potential benefits.
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CHAPTER 7

CREATING PARTNERSHIPS TO
INCREASE RESOURCES

SUMMARY

Boards of nonprofit corporations governing Section 402 grants can increase the resources
available to serve farmworkers by setting up partnerships with other organizations. Thisis
desirable when pursuing funds earmarked for collaborative ventures or simply to combine
agency resources to serve a disadvantaged population. Interagency cooperation is not a new
concept; however, “systems building” through collaborative partnershipsis. In either case,
the 402 board may expand its membership to include representatives of other agencies or may
be represented as a member of other boards that govern the partnership. When boards include
representatives of different organizations with similar missions, conflict of interestsis natural.
This chapter explains the types of partnerships, how to build them, and how to control
conflict of interests among agencies serving on governing boards.

|I. Systems Building Through Collaborative Partnerships .

Systems building is accomplished by linking community resources in new ways to
restructure clients accessto services. In this way, redundancy and waste can be
reduced while more comprehensive services are created. By restructuring and
combining existing resources, such as what is happening with Empowerment
Zones, Enterprise Communities, Y outh Fair Chance, Kulick and other grants,
communities are inventing new ways of doing businessthat will leave a legacy of
organizational change and renewal.

Partnerships among agencies and organizations are essentia elements of systems
building. Partners can choose to cooperate or collaborate to improve service
delivery or attract potential funding sources. Organizations may chooseto join a
community coalition or agency network to qualify for resources from State Block
Grants, Empowerment Zones, or other funding magnets.

A. Should 402 Boards Cooperate or Collaborate With

Partners?
|

Cooperative Partnership

The mogt prevaent partnership is a cooperative one wherein partners agree
to work together in pursuit of common or complementary objectives. A
cooperative partnership requires only that the partnering agencies share a
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common goa and coordinate their activitiesin pursuit of that goal. An
example of thistype of partnership is the State Employment Security
Commission (SES) sharing its job-search resources with the Private
Industry Council (PIC) to help the Job Training Partnership Act (JTPA)
participants get jobs. By coordinating their job-search activities, the two
partners hope to achieve a common goa of employment for selected
unemployed persons.

In a cooperative partnership, organizations do not change their rules,
regulations, or the services they provide. A cooperative relationship is
distinguished by mechanisms that link programs and services so that
information and forms are shared, staff are co-located, or procedures are
varied to accommodate partner agency needs. The primary benefit to
clientsis eader accessto services. One-stop centers typicaly demondrate
cooperative partnerships.

Collaborative Partnership

Less prevaent, but increasing in number, isthe collaborative partnership.
A collaboration among partners also pursues a common goal, but differs
from the cooperative partnership in that it requires joint investment of
personnel and ingtitutional resourcesto achieve the goa. Each partner
contributes new resources, changes its respective rules or policies, and
accepts responsbility for its part in accomplishing the goal.

A collaboration implies that organizational representatives have the
authority to make changes to create a new system or set of syssems for
providing services. It isthis feature—the degree of organizational
change—that clearly distinguishes cooperative partnerships from
collaborative ones. Collaborations are basic to a systems building process.
Where the project or initiative sets a goa of systems building, cooperative
partnerships are highly unlikely to bring about the changes needed in the
service deivery system.

Analyze Pluses and Minuses of Different Partnerships

Most exigting partnerships are cooperative in that partners agree to follow
a dtrategy to work together, but there is little or no change in how the
organizations function or apply their resources. Collaborating partners
represent a greater investment in the common goal and are, consequently,
more vested in the governance of the collaboration. The implications for
the board are threefold:

. Participation levels for collaborating partners tend to be
greater than for cooperative partners. That is, attendance at

Technical Assistance Guide

7-2



meetings, preparation for meetings, and interest in staff
reports will be greater for collaborating partners.

. Collaborating partners will want written agreements that
describe ther involvement in the project.

. Collaborating partners will be represented by higher ranking
members of involved organizations than will cooperative
partners.

One of the reasons systems-building initiatives often fail is because of the
type or quality of partnership pursued. Cooperative partnerships are easily
made and easlly lost, because they seldom represent any significant
investment by the partners. However, it isimportant to note that
cooperative partnerships are a good starting point for organizations that
are not willing to make very many internal changes or substantive
investments in the project goals. The hope isthat cooperative partnerships
will lead to true collaborations whereby lasting, interagency systems can
evolve.

The board that governs the partnership must be clear about which kind of
partnership is operating. Failing to distinguish between the cooperative
partner and collaborative partner can lead to unachievable expectations,
confusing inter-organizationa dynamics, and a board that cannot make
decisions about project strategies or self-governance. In cases where the
board does not govern the partnership, but is only one stakeholder in a
larger partnership umbrella, the same fundamentd principles apply.

B. Partner Self-Interest: A Building Block For
Collaboration

The basis for a good partnership is the expectation of meeting partner
self-interest.

As members of other forma governing bodies, partners bring to the board
their own organizational cultures and agendas. The partnership mix of
organizations can produce a new community group with an exponentia
increase in power and impact. It can also lead to a self-destruct pattern, as
the group expends its energy and resources in endless conflict, sabotage,
and intrigue. Self-interest is a legitimate ingredient of the partnership.
Denying that your partners have any sdlf-interest in joining the group is
naive. Denid setsthe stage for conflicts of interest later down the road
that could, in many instances, be prevented if they had been addressed head
on from the beginning. Even more importantly, ignoring partner salf-
interest takes away an effective tool for building a strong, enduring
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collaboration. The tool that islost is precisely the partners self-interest
that is being ignored.

Partners are more than mere members of the group. Thelr organizational
support may be essentia for the board to achieve its misson. In some
ingtances, the partnership involves no transfer of money, but in al casesa
partnership, by definition, requires some concessions to be made by each
partner to achieve a mutua goal or objective. Forging partnershipsis first
an act of blending salf-interests, not ignoring them. A community group
that can create win-win strategies among partnersis ensured of an enduring
and sustainable partnership.

The gtepsin the process of building good partnerships are straightforward.
Partners should present a candid projection of what they hope, as an
organization, to get from the partnership. These projections could be
opportunities for expansion, new clients, community credibility, staff
postions, indirect costs, and so on. Each organizational agendais
compared to the overriding vison, mission, and goals of the board or
governing agent of the partnership. Where are the mutua advantages and
benefits. How can each organization benefit so that the whole group will
benefit?

Assess and Plan for Partner Self-Interest

Two critical steps must be taken to ensure that partner self-interest
becomes a pogitive driving force in achieving success.

Step One: Assessment of Partner Self-Interest—The board should
always assess potential partners sdf-interests asafirst gep in building a
partnership. You must know as much as possible about what these are and
to what extent they complement or match the board’ s vision. If the
potentia partner is a well-established group with its own vision, present the
board’s vison to that partner privately and explore what a win-win strategy
might be.

A win-win grategy is one in which no party can win unless the other wins.
For example, gaining credit for the accomplishment of a partnership goal is
something that one partner cannot do unless all do. However, competition
among partners for financial support for complementary projects may
congtitute a win-lose strategy. One partner can only receive funding if
money is taken from another partner, snce there is afinite amount of
money. Win-lose strategies are common and deteriorate quickly into lose-
lose strategies, such as: “If | can’t get what | want, then | will see that the
other partner doesn't either.” It isvital to recognize respective partner
needs and build a common grategy to satisfy the needs of al who join the
partnership.
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Step Two: Planning For Rewards—The chadlengeisto find a common
goa that, once achieved, rewards al partners. It isfor thisreason that
having a shared vison and goals for the project is so critical to the
effectiveness of organized community groups. Partner self-interest is not
ignored, but is used instead as a basis for incluson in the group. In other
words, after careful assessment of partner needs, the partners must create a
plan based on a common vison and goals that will seal the partnership by
guaranteeing rewards for partner self-interest.

When Agencies Are Not Partners

Agency representatives may bring their organization’s name to the group
without being partners. Such members of the groups are valuable because
of ther intringc worth and the information they bring, but their role will

not be as partners.

Screening for self-interests that benefit from the accomplishment of joint
missions and goasis critical to the formation of partnerships. This
screening can be used to establish criteria for admission to the partnership.
The concept of selecting partners based on their meeting certain criteria,
rather than on abasis of who merely wants to be part of the group, helps
ensure awin-win strategy. A board or group of partners may include
agency representatives who are partners and others who are not as a result
of applying such criteria. Thisis a shift in traditiona policies on board
membership.

Il. Conflicts of Interest Among Partners on the Board

If 402 grantees seek partnerships to implement their projects, they must decide
how those arrangements will affect the board and its governance. Do board
members al need to be partners? Can partners be part of the board as nonvoting
members? Do partners represent some of the membership, but not al? It isaso
possible for organizations to serve as agents of the board via contract or other
written agreements with no board membership involvement.

If partners are voting members of the board, the group is vulnerable to conflicts of
interest and must have methods for preventing and resolving inherent conflicts so
that they do not distress or damage the partnership or the group’s work.

A. Bylaws

The board can establish bylaws that control for conflicts of interest. The
most direct method is to write rules that spell out how conflicts will be
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prevented or resolved. For example, most boards and councils have bylaws
that cal for the following rule to be followed:

Members of the group cannot vote or lobby for any decision that could
benefit either themselves, their organization, or their family.

This straightforward rule is Smple to express, easly understood, and easy
to implement. Although the group may debate what degree of kinship
congdtitutes a family member, the meaning is clear and any needed
clarification can be made. To provide teeth in thisrule, the group may
elect to add a penalty, such as dismissal from the group, for any member
who fallsto disclose a known conflict. These steps will greatly reduce
conflict of interest and the appearance of such a conflict.

B. Professional Arbiters and Mediators

The second option isto resolve differences through the use of athird-party
arbiter. The third party must be someone whom all partners will respect as
wise and unbiased. If no such person can be found, professona mediators
can beused. Any attorney can refer the group to a professona mediator
whose fees will be offset by avoiding corrosive conflicts. Before calling on
the services of a mediator, however, every effort should be made to resolve
the conflicts within the group.

For example, one nonprofit board learned the hard way the value of calling
in an arbiter as athird-party mediator. After many battles semming from
either conflicts of interest among partners or the perception of such, the
council agreed to the following procedure: A representative of each
conflicting position meets with the arbiter to present conflicting arguments.
The arbiter’ s decison is binding on the entire group. The conflict must be
resolved within 30 days of the dispute to limit it as a distraction from other
work of the group.

C. Prior Written Agreement

Boards can enter into a partnership agreement that sets out how differences
will be settled. This option requires each partner, as a condition of
becoming a member in the group, to enter into a written agreement that
specifies how disputes will be resolved. Written agreements of this type
are common to many business partnerships. Office supply stores may have
formsthat will suffice as Smple legal agreements. A written agreement

sets out a procedure for settling each type of possible dispute. For
example, many disputes may be settled with the toss of a coin, while others
reguire each partner to choose from arange of compromises. The
agreement is an attempt to be prescriptive for ordinary conflicts that
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experience shows can be anticipated. For each anticipated conflict, thereis
a prescribed course of action.

The disadvantages of this option are not being able to anticipate all specific
kinds of disputes, and the difficulty of creating a solution in advance and
then articulating it in the form of awritten agreement. This option works
best where there has been extensive experience and established trendsin
partner disagreements and their solutions are well known. For new groups,
an amogt psychic quality is needed to make this an effective remedy for
conflicts that may arise.

The reason for using these optionsis to move quickly from a potentially
destructive set of behaviorsto congtructive ones. Even while procedures
for resolving conflicts are being put in place, energy may be lost to the
project as partners stew and fret about the outcome of the conflict.

D. First, an Ounce of Prevention, Then the Pound of Cure

When conflict and bickering become the dominant pattern in conducting
board business, it is time to move beyond prevention measures and
consder what cures can be found to restore board meetings to a healthy
gate. The following suggestions are based on the collective experience of
boards that have confronted thisissue.

Disarming Disputes—During meetings, a good facilitator can redirect
negative energy into a congtructive activity by assgning the disputing
parties to tasks not related to the dispute. The more tenson there s, the
more important it isto find an outlet, because tension is both mentally and
physcaly distracting. Working on an unrelated task gives the distressed
partner an opportunity to release any built-up anger and frustration. New
work also provides opportunities for recognition and appreciation,
especialy since loss of face is afrequent by-product of conflict.

A grong facilitator, usudly the chair, is critical to keeping conflicts from
dividing members of the board during meetings. Confrontational meetings
alienate bystanders and, consequently, curtail interest and support for the
board. Asyou may be aware, it has caused farmworkers or client
representatives to heditate in participating at board meetings, or even cease
to want to remain as members of the board.

Independent Counseling—~Private counseling by neutral partiesis another
way to ease the distress of conflict within the group, elther before or after
the conflict isresolved. Some people thrive on conflict and will seek it out.
They are contentious and confrontationa in thelr interactive styles. If a
partner fits this description, frank discusson may be one way to help him
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or her understand the destructive effects of this style on the group.
Without judging the merit of the partner’s point of view, focus the
discusson on how the partner has conveyed his or her complaint.

Eliminating Conflicting Parties—If conflicts among partners are chronic
and ongoing, it may indicate the need for one of two actions. (1) the group
needs to be restructured to eiminate partners from positions that enable
conflictsto arise, or (2) individua partners need to resign because of their
disruptive effect on the group. These are difficult decisonsto make.
Everyone didikes confronting a partner at the risk of damaging important
political, personal, or group relationships. However, the risk is even
greater that an ongoing conflict will never be resolved, because the issues
are too deeply embedded in the character of the individuals or the agenda
of the organizations they represent. When norma methods do not address
the problem of conflicts, it is best to save the group by diminating the
contentious agents within it. Even when sacrificing important resources for
agiven project, experience has shown that nonprofit boards harboring
chronic conflicts are seldom effective in the long run, and damaged
relationships will occur anyhow.

Il. Sustaining the Partnership

Partnerships need a healthy structure to make them thrive; this means not only a
method for resolving conflicts, but a strategy for sustaining postive energy and
motivation. A common mistake among community groups is the notion that a
smooth working partnership will continue as long as conflicts are prevented or
quickly resolved. We can compare partnerships to automobiles. Getting them
started and moving down the road does not guarantee that you will get to your
destination; automobiles may require steering, additiona fuel, and maintenance.

A. Reinforcing Partners
__________________________________________________________________________________________________________|]

Rewarding partnersis the work of al partners. A win-win strategy
requires that everyone wins when anyone wins. Partnership awards should
be built into the group’ s Strategy. However, it is necessary to check to see
if that is a continuing redlity for the group. Circumstances change and the
benefits of the partnership may not continue to fal equally on all partners.
Every partner has a respongbility to see that fellow partners are benefitting
from the overal strategy. A mutual concern for each other is contrary to
the typical win-lose strategy and may need practice and encouragement.

The group must assume the responghbility for assessng and distributing
rewards of the partnership. This can be done informally at meetings by
having “partner reports’ as a matter of routine business. When a partner
expresses dissatisfaction with the system of rewards (i.e., expected rewards
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are not being realized), it istime to revisit the win-win strategy and make
adjustment to remedy the Situation.

Sometimes rewards are dow in coming. The project may take along time
to develop organizational benefits. It is not necessary to wait for a major
accomplishment to share credit and recognition. Postive feedback in the
form of reports and good pressis an effective reward for hard-working
board members. Many groups include some evauative reports as a routine
practice. Partners are given credit for their efforts through highlighting of
interim objectives that are accomplished. Shared credit is an even more
potent reward when it is publicly acknowledged—e.g., through the media,
at specia events, or during board meetings.

Resst the tendency to think of publicizing partner contributions as too
much trouble or not necessary. The power of praise and appreciation is
too seldom used among community groups who depend on volunteered
time from board members even to exist. Public recognition to reward
partnersis aso a good way of making the community aware of a project
and the group’s overal mission. Such recognition also makes the
partnership role more attractive to potential new partners, while it also
establishes the group’ s association with established community
organizations. Asone is known by the company one keeps, community
groups are known by their partners.

B. Cementing Bonds Among Partners
_________________________________________________________________________________________________________]

Trust

Partnerships can exist without trust, but they are extremely difficult to
maintain and not much fun to share. Partnerships are rewarding in and of
themselves when there is a bond of mutual trust and respect. This does not
come easlly among agencies normally competing for local funding,
following divergent philosophies, or whose missions are not always
compatible. For example, Y outh Fair Chance Projects, which provide
comprehensive services to economically and educationally disadvantaged
youth, strive to partner with local school systems. School systems are
currently in a tate of crigs over their failure to meet community, State, and
national expectations. Asa partner under constant attack, schools find it
hard to trust employer organizations and youth-serving agencies that have
been among their critics but are now their partners.

The best approach isto sart the partnership by airing feelings of distrust
and suspicion in a safe environment. Every organization hasits “horror
stories’ and should be heard at afacilitated retreat that provides a safe
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venue for putting on the table al of the trust issues that can thwart partnerships.

There are a number of good exercises for building trust among groups
while teaching interactive skills that help partners relate to each other in a
nonjudgmenta way. Team-building exercises come in many forms. A
weekend retreat that allows partnersto build trust relationships, away from
the ordinary environment that seems to reinforce distrugt, is essential work
for partnerships. Thisis especially true for partnerships with histories of
conflict or contention.

Integrity

Unimpeachable integrity is an essentia ingredient in the formation of trust
within agroup and among partners. Even the dightest breach of honesty
and fairness in the way a meeting or business of the group is conducted can
destroy trust. The conduct of board officers and executive staff must
always remain above reproach, with no favoritism displayed or implied by
their behavior or formal actions. Cronyism among staff or officers and
selected partners opens up possibilities for distrust to build.  For this
reason, it isimperative that board officers and executive staff are not
influenced or persuaded by their feelings toward partners. Undue
friendliness or reserve is ingppropriate and breeds distrust among dl
partners—even the ones who stand to benefit.

C. Sustaining Good Communications Among Partners

Many otherwise good partnerships unravel over time because of mis-
understandings that grow out of poor communications. No
communication, of course, isthe most obvious example of poor
communication. Y ou may want to use the following tips for ensuring good
communication among partners.

Tip 1

Provide partners opportunities to communicate directly on a one-
to-one bass. This can be done at group meetings or specia
meetings with the purpose of informal discussion of issues.  Special
meetings have the advantage of affording some privacy for frank
discussion about issues and problems. A tone can be set to
encourage informal exchange and fellowship to strengthen partner
bonding. Servefood, offer prizesto the “blooper” of the month,
or take timeto look at future plans.

Tip 2
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Make sure that written reports chronicle significant events,
including problems discussed and problems solved, and are
circulated to al partners.  This provides areference for factua
information for management purposes. Make sure that al
partners needs for management information are being met and are
understood correctly. Do not assume that reports are perfectly
clear because they are clear to the author.

Tip3

Establish operationa definitions for terms commonly used to
discussthe project. Your partners may have conflicting
lexicons—a potential cause for miscommunication. For example,
“termination” is aterm used by JTPA to mean anyone no longer
enrolled in the project and digible to recelve services. Termination
among employers usualy means dismissal or being fired. Can you
imagine the possble confusion when a JTPA job developer asks an
employer to hire aformer JTPA participant who was recently
terminated from the program?

Tip 4

During meetings or discussons of any kind with partners, the chair
should paraphrase and summarize what was said. Thisis epecidly
vital when discussing agreements, assgnments, or plans. Get in the
habit of restating the content of important messages to ensure that
they are being heard smilarly by everyone. Minutes should be kept
for al scheduled meetings, including committee meetings.

Tip5

When particular partner relationships are tentative, or when
miscommunication is frequent, someone can act as an information
courier, checking each partner’ s understanding of transactionsin
guestion. When a partner seemsto have trouble communicating
with others, explore with this partner why this happens and what

can be done to improve communications. Poor communication can
also be away to deny what was said.  If a partner seems
consstently to reinterpret what others say, the group may need to
isolate that partner to limit damage that can be done to the effort as
awhole.

Tip6
When communication among partners faces logistica barriers of

distance and time, look for ways that partners can be networked via
teleconferences or on the Internet.  All partners have accessto
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telephones, and the availability of persona computers (PCS), and
access to the Internet isincreasingly common.  “Chat rooms’ or
Internet Web stes can be set up to alow partnersto tak or share
information. Partners can aso use PCS to transfer agency reports
or files of interest.

Tip 7

Some types of information lend themselves well to a newdetter,
which does not need to be fancy or involve graphic artwork. It can
be a printed document with headings that summarize new
information of interest for al partners.  This newdetter will help
everyone stay informed of issues and progress between meetings.
Circulating a newdetter is a ussful way to inform staff of the

partner organizations about what is going on, announcements of
upcoming events, and other facts of mutual interest.

D. Discovering Communication Problems

It isimportant to discover communication problems before they become
destructive. Be congtantly alert for sgns of such difficulties. Y ou know
that communication problems exist when partners do the following:

. Express surprise to learn of events that happened in the
past.
. Miss deadlines or meetings.

. Seem confused about information in reports, or ask
guestions about information given to them earlier or
discussed earlier.

. Require severa exchanges of information to get clarification
on an issue.
. Complain about not being kept informed, or incorrectly

describe or refer to information.

These can aso be signs of other problems.  When in doubt, ask “ Are you
aufficiently well informed about the partnership and events involving the
partnership?’ If you are communicating well, the partners will let you
know.
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E. Clarifying Partner Roles

Over time, partner roles may shift, either as a subtle response to an unmet
need or as a matter of group consensus.  Roles may change as a result of
line staff finding a better way to get project work done. To sustain the
partnership, roles need to be clarified periodically, not only to prevent
confusion within the board membership, but also to formalize roles that
have been assumed informally without knowledge or consent of the group.
A competent executive director should know when partners are working
outside their assigned scope of work and should draw this to the attention
of thegroup. These incidents do not necessarily indicate anything wrong,
but any variance from the plan should be acknowledged and reconciled.

Failure to clarify roles can leave partners adrift at sea, not knowing what

they should be doing since they are not doing what they said they would
do. This, inturn, opensthe door for criticism, crossed communications,
and ill will.

F. Changing Partners

Partnerships change as circumstances and needs change.  Accomplishing
work goalsis alearning process that sets the stage for setting new goals,
different processes, and additional work. Projects may be redesigned to fit
better the resources that partners bring to the group or to respond to an
improved understanding of the problems being addressed within the
common vison and misson. Thisis caled building a*“learning curve’ that
continues to inform the planning process with new information and
inevitably influences ongoing roles and responghilities of the partnership.
Some partners may choose to leave the partnership when conditions do not
favor aleadership role for them, while others accept lesser roles.  Changes
in the partnership need not be traumatic or interpreted as an implied failure.

If trust and bonding among partners have been strong and planning
decisons were made objectively around a shared vision, changing roles can
be viewed as part of a hedlthy process.  The planning process itsalf can be
a powerful force for forging a successful partnership if the following rules
are followed.

Rulel

M ake decisons on the basis of facts that are well documented and
have face vaidity.

Technical Assistance Guide 7-13



Rule 2

Give partners permisson to express their commitment to agendas
other than those shared with the partnership, so that those agendas
can be consdered as the focus of awin-win strategy.

Rule3

Respect and value partners ideas as full participants in a cregtive
process to accomplish a shared goal.

Rule4

The new plan should ingpire commitment and generate excitement
about the continuing possbilities of the partnership.
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